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A B S T R A C T 
The importance of Sugar Industry in our national 
economy can not be over-emphasised. This is the second 
largest agro-based industry after cotton textiles. It 
has been contributing significantly in the 
socio-economic development of the country. Moreover, 
as the mills are located mainly in the rural areas they 
serve as a focal point for the economic upliftment of 
the rural masses. There has been remarkable 
improvement in the sugar scenario of the country, 
especially after independence, as is evident from the 
fact that the sugar production in India went up from 
11.10 lakh tonnes in 1950-51 to 120 lakhs tonnes in 
1990-91. Notwithstanding this over all improvement in 
the performance of sugar industry in the country, there 
has been considerable decline in the growth of this 
sector in the state of Uttar Pradesh. This is clear 
from the fact that the share of Uttar Pradesh in the 
total sugar production in the country had declined from 
527, in 1950-51 to 25% in 1990-91. However, southern 
states, specially Maharashtra, has improved its 
performance significantly i.e. from 107, in 1950-51 to 
nearly 347.. in 1990-91. In the light of these facts the 
present work entitled "A study of Financial Structure 
of Sugar Mills under the U.P. Sugar Corporation" seeks 
o 
to identify the factors which affect the functioning of 
the mills under the Uttar Pradesh State Sugar 
Corporation, Specially the way financing of the 
Corporation is conducted. Occassionaly, ways & means 
are suggested for improving the current financial 
structure of the sugar mills under the corporation. 
The work embodied in this thesis ,thus deals with 
the financial structure of sugar mills under the Uttar 
Pradesh Sugar Corporation. In order to bring into 
focus the problems faced by the Corporation,the thesis 
has been divided into 5 chapters. 
PREFACE 
Chapter I gives an appraisal of the over all 
growth pattern of sugar Industry on an all India basis. 
Such an appraisal has been considered necessary in 
order to have an idea about the exact status of this 
industry in the country and its Corporation position in 
Uttar Pradesh. 
While there is tremendous growth of sugar 
industry on all India basis, the performance of sugar 
industry in U.P. has been unexpectedly very poor. Such 
a pardoxical situation has not been solved even after 
the creation of Uttar Pradesh Sugar Corporation and 
takeover of the functioning of scheduled sugar mills by 
the corporation. In order to analyse the factors that 
might have contributed to this pessimitic situation, it 
is considered worth-while to take stock of the 
situation of Uttar Pradesh State Sugar Corporation^ 
Chapter II of the thesis deals with the conceptual 
framework of the study. It has highlighted the 
importance of the work. The objectives and purpose 
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underlying this study have also been defined and a 
tentative hypothesis has been framed. Thorough and 
critical scanning of the work previously available on 
the subject, has also been made in this chapter. 
Historically at one time Uttar Pradesh was the 
front-line state in sugar production, but, over the 
years its share in the total production of the country 
has been decreasing very rapidly. While the other 
states have caught momentum and some of them are doing 
fairly well. Obviously, the Uttar Pradesh Government 
is greatly disturbed with such a state of affairs and 
is, therefore, highly concerned to improve the 
situation. Chapter III is devoted to highlight the 
pattern of growth and development of sugar industry in 
the State of U.P. The circumstances and reasons for 
taking- over of a number of sugar mills under the 
pretext of their expansion and modernisation have also 
been examined and analysed. The Uttar Pradesh Sugar 
Corporation was entrusted with the task of bringing the 
acquired scheduled sugar mills to the level of optimum 
production. Apparently, the corporation formulated 
intensive schemes for the rehabilitation and 
modernisation of these mills. Although, these 
measures have resulted in increased production of 
sugar but this increase has not been steady as there 
has been wide fluctuations in the production of sugar 
in the state. Even otherwise, the cost involved in 
this encouraging trend has been much higher and further 
scope of increasing productivity and profitability 
remains unexplored and untouched. In order to achieve 
profitability, the cost of operation production needs 
to be reduced. 
Therefore, the financial structure of the 
corporation must be viable, healthy and objective. Has 
the Corporation taken care of its financial structure 
in most careful and optimal manner? To find an answer 
to this question, an indepth study of the financial 
structure of the mills under the Corporation has been 
made in chapter IV. The financing structure of the 
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Corporation has been examined along with a multitude of 
different para-meters, namely, pattern of liabilities 
and assets, pattern of financing the investment of the 
corporation by the financial institutions and 
commercial banks, pattern of various liquidity and 
operational ratios and the cost structure have also 
been discussed at length. The analysis of the 
financial statements of the Corporation reveals^, that 
the take over of scheduled sick sugar mills by the 
corporation did not bring about any remarkable 
improvement, in that, the problem of growing sickness 
of sugar mills continues to persit. Majority of sugar 
mills are operating below the break-even point and are 
not able to repay the loans. As a result the burden of 
interest is mounting, nor are they in a position to 
meet their cost and depreciation. Further, the 
liquidity position of the Corporation has remained weak 
as the current ratio occasionally touches the standard 
norm of 2:1, as has been the case with quick ratio. 
Inspite of the mounting interest burden, the 
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Corporation is heavily dependent upon the barrowings. 
An indepth analysis of the financial statements of the 
Corporation leads to the inference that the main reason 
for the huge losses is the heavy burden of interest on 
the loans availed, which adversely affects the 
functioning of the Corporation. From time to time, the 
state Government and other financial Institutions have 
been providing increasing quantum of finance to the 
Corporations. Seemingly, however, the efforts made so 
far have not changed the deplorable situation and the 
Corporation continues to be crisis-ridden. The 
capacity situation remains low and mismanagement 
persists. Therefore, urgent and drastic measures 
should be undertaken without any further procrastina-
tion in order to tackle the onerous proportion of 
problems faced by the Uttar Pradesh Sugar Corporation 
as suggested in Chapter V which contains the main aim 
of this chapter is to sum up the main findings and 
conclusion of the present work. The sickness of the 
mills under the Corporation may be attributed to a 
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number of factors. These factors in brief are 
instability in production of sugar cane, low yield,, 
shorter crushing season, unsatisfactory location of 
sugar mills, limited transportation facilities, rising 
cane prices and cost of sugar and consequent control of 
prices by Lhe G o v e r n m e n L . 
The need of the hour is to prov^ide the required 
infrastructural facilities, like adequate irrigation, 
drainage system, fertilizers, pesticides, and timely 
inputs of treated seeds of better and improved 
verieties to the growers of sugar cane. These steps 
shall go a long way in maximising the yield per hectare 
and getting optimum returns and substantially 
increasing the supply of sugar cane to factories for 
the production of sugar. It is also suggested that the 
Government should pursue a realistic and dedicated 
sugar policy within an appropriate time frame in order 
to deal with the modernisation and rehabilitation of 
sick sugar mills. Another major constraint in the way 
of the development of sugar industry is the inadequacy 
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of financial input i.e. Low equity base of the Corpora-
tion. As a result of this, the Corporation is unable 
to pay to the cane growers regularly or to provide 
finances to their modernisation and rehabilitation 
programmes. The financial constraint affects the 
functioning of the Corporntion ndvcrscly. Therefore, 
it is imperative that the financial structure of the 
Corporation should be restructured by converting a part 
of the borrowed funds into equity capital. Obviously, 
this shall ease up the burden of interest payment and 
enable the Corporation to raise adequate funds through 
internal sources in order to finance its expansion and 
modernisation programmes. Hence,in nut-shell, there is 
a dire need of making a concerted and dedicated efforts 
by all concerned in order to solve the crisis faced by 
this important rural based industry of Uttar Pradesh. 
Professor Nafees Balg 
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P R E F A C E 
The importance of sugar industry in U.P's economy 
can not be over-emphasised. This industry has helped 
to a great extent in the transformation of the rural 
economy of the state. It provides valuable by-products 
as raw materials for various other important 
industries, viz, paper, alcohal, fertilizer, etc. In 
the past this industry of Uttar Pradesh was considered 
to be the premier segment of the country's industry. 
But now the overall production of sugar in the state 
does not contribute as much as it used to in the 
earlier days. Even the profitability of the industry 
has been reduced considerably thus jeopardising the 
very existence of a number of sugar mills. Such a 
grim-situation called for immediate intervention of the 
State Government in order to save the industry from 
further deterioration. As such, the Government of Uttar 
Pradesh, inter-alia proposed to take over some sick 
sugar mills. Consequently the U.P. Sugar Corporation 
came into existence on 3rd July, 1971. But the take-
over of sick sugar mills did not bring about the 
desired improvement in the overall situation and hence 
it became imperative to evaluate and analyse the 
functioning of the Corporation and to find out the 
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factors that ail the Corporation. Under this study, an 
effort has been made to collect data and information, 
analyse them critically and identify the factors that 
affect the functioning of the mills under the 
Corporation. The most important aspect which has 
attracted my attention in the present study is the 
financial aspect. Hence, the financial structure of the 
Corporation has been examined in depth. In completing 
this work, I have been helped by a number of persons and 
organisations and I wish to acknowledge my indebte.dness 
to all and sundry. I consider it my privilege to have 
completed this thesis under the able guidance and 
supervision of my respected teacher Professor Nafees 
Baig, M.Com., Ph.D., D.Litt. [ALIG] CASF (Manchester). 
My vocabulary fails in expressing my most sincere 
gratitude to Professor Baig for the guidance rendered by 
him all through the present research work. Needless to 
mention that this work would have not taken its present 
shape without his articulate supervision, critical 
analysis and motivation. 
I also owe a word of thanks to Prof. Samiuddin, 
Prof. I.H. Farooqui, Prof. Habibur Rehman and Prof. A.F. 
Khan for their help and encouragement. 
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CHAPTER I 
SUGAR INDUSTRY - PATTERN OF GROWTH, 
C H A P T E R - I 
SUGAR INDUSTRY - PATTERN OF GROWTH 
The sugar industry, one of the largest 
processing industries, has an annual turnover of 
Rs.5500 crores. As such, it plays an important and 
potential role in the industrial development of the 
country having an investment of approximately Rs.2500 
crores, employing about 32 lakh skilled and unskilled 
workers besides creating an extensive indirect 
employment to 300 lakh sugarcane growers.^ The Central 
and State Governments earn a revenue of Rs.2000 to 2500 
lakh by way of various taxes and duties. During the 
current financial year (1990-91), Rs.285 crores was 
earned, in the form of foreign exchange, through sugar 
export. Apart from these, sugar industry provides 
valuable byproducts which can be used as raw materials 
for various other important industries such as 
distilleries, down-stream chemicals, paper and board 
plants etc.etc. 
The sugar production during 1990-91 has touched 
an all time high level of 120 lakh tonnes substantially 
surpassing last year's record production of 109.88 lakh 
1. Indian Sugar, Indian Sugar Mills Association, New 
Delhi, September 1990, p.365. 
tonnes. The quantum of this high production has credited 
India to be at the top of the list of major 
su{^Tr-producinp, countries^ followed by the Soviet Union 
producing 95 lakh tonnes. Undoubtedly, bumper cane crop 
has contributed to this remarkable increase; it is 2370 
lakh tonnes against 2220 lakh tonnes during the previous 
year. The cane crushing is also expected to be about 5 per 
cent higher than 1110 tonnes in 1989-90.^ 
Certainly, therefore, the sugar industry has made 
significant contribution to the nation's economy 
particularly because of record sugar production and 
tremendous employment opportunities. Taking such a 
gigantic role into consideration, it is necessary to have 
an overview of the chronological development of sugar 
industry in India. The present chapter, therefore, deals 
with the historical aspect of this industry and its 
ramifications in numerous fields so as to make an 
assessment of its financial performance. 
Growth of Sugar industry-an overview: 
Over the millennia, sugar in its crude form is 
being used as a sweetening agent. Its origin can be 
1. The Economic Times, New Delhi, July 6, 1991, p.8. 
2. Ibid. 
traced to the Sanskrit word "Karkara" which means sand or 
gravel, thereby suggesting its use in ancient India^ 
(Vedic period). Indirectly, the sugar manufacturing 
process included-cutting of sugar cane into small pieces, 
crushing of these pieces under heavy weight to obtain 
juice and then boiling and regular stirring until it get 
transformed into solid.^ Sugar cane is beleived to have 
spread to other parts of the globe from India. It spread 
to China, Sri Lanka, Java and Iran in the sixth century AD 
and to Spain in eighth century AD. During the course of 
their conquest, from seventh to ninth century, the Arabs 
introduced the growing of sugarcane and manufacturing of 
sugar to Cyprus, Egypt and North Africa. It reached 
tropical colonies of European Nations after the discovery 
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of America and then spread to Cuba, Mexico, Jamaica in 
1511, 1522 and 1527 respectively. 
The first vacuum pan sugar factory was established 
in 1903. However, during the first three decades of 19th 
century, Gur and Khandsari were more popular in the home 
market. India used to export it upto first five decades 
of this century but lost its share at the hands of Europe 
because of introduction of beet sugar and till 30's the 
hard competition in the world market from the beet 
producing countries made the situation quite discouraging. 
1. See Cooperative Sugar Directory & year Book 1986-88 
p. 1. 
2. Kotharis, Economic and Industrial Guide of India, 
1980-81. 
3. Sinha R.V. Sugar Industry in India, Deep and Deep 
publications. New Delhi,1988 p.14. 
However, for the speedy development of this industry and 
for winning over the foreign dominance in the world sugar 
market, it was granted protection by the Government in 
1932 and since then its growth has been steadily 
phenomenal. During the first five years of the grant of 
protection, nearly 100 new Units were established bringing 
the total number of Mills in operation to 137.^ 
Persistently encouraging trends in the growth of this 
industry can well be assessed by the fact that in the year 
1990-91, the number of fully operational large-scale sugar 
factories rose to 377. 
In 1931-32, when the mills were operating at very 
low crushing capacity, the production was about 156000 
tonnes; the share of Uttar Pradesh and Bihar was 75000 and 
66000 tonnes respectively. However, in 1940-41, the 
number of sugar mills had risen to 148 and the production 
of sugar increased to more than 4.13 lakh tonnes. 
Thenceforth, no noticeable develoi^ment took place till the 
advent of planning era in 1950. 
The chronological development with regard to the 
production, number of working sugar factories and the land 
area covered under sugar cane cultivation are shown in 
Table I-l. A perusal of the tabulated data reveals that 
4. L.V. Hirch, marketing in an under developed Economy, 
The North Indian Sugar Industry Prentice-Hall INC p. 7. 
TABLE I.l CHRONOLOGY OF DEVELOPMENT WITH REGARDS TO SUGAR 
PRODUCTION, NUMBER OF SUGAR FACTORIES AND LAND 
AREA UNDER SUGAR CANE CULTIVATION. 
Year 
Production of 
raw sugar(OOO) 
tonnes 
Number of wor-
king sugar 
factories 
Land area under 
cultivation(OOO) 
Hectares 
1932-3 3 295 56 1386 
1934 416 111 1385 
1935 578 128 1458 
1936 934 135 1681 
1937 1128 137 1870 
1938 944 130 1636 
1939 661 139 1328 
1940 1242 145 1265 
1941 1113 148 1617 
1942 790 150 1196 
1943 1088 150 1243 
1944 1236 151 4164 
1945 969 140 1435 
1946 959 145 1299 
1947 935 140 1428 
1948 1092 134 1644 
1949 1017 137 1518 
1950 995 139 1467 
1951 1118 138 1707 
Source: 1. Indian Sugar, Vol.XXXI, June 1981, p.218. 
2. Indian Finance Year Book, 1936, p.272. 
the development of sugar industry got an impetus only 
after 1932 when the sugar industries were brought under 
the Protection Act. The sugar production in India rose 
from 295(000) tonnes in 1932-33 to 1128(000) tonnes in 
1936-37. Concurrently, there was a phenomenal increase 
in the number of working sugar industries i.e. in the 
corresponding years it was 56(1932-33) and 137(1937). 
However, this trend got a set back due to the outbreak of 
war in 1939, and had to struggle hard for its survival, 
due to paucity of means of transportation,lowering of 
sugar prices and sudden increase in the cost of 
production. And, such a stagnant phase persisted until 
1950 when the importance of sugar industries was reckoned 
and, accordingly, received its due share. 
The progress of sugar industry during the plan 
periods are shown in Table 1-2. At the beginning of the 
First Five Year Plan i.e. in the year 1950-51, the sugar 
production in the country was 11.18 lakh tonnes 
which,indeed, rose to 18.92 lakh tonnes by the end of the 
Plan (1955-56). The second and Third Five Year Plans had 
fixed the target of 22.90 and 35.00 lakh tonnes 
respectively which did meet the envisaged level of 
production. Thus, the development of sugar industry 
during the first three plans has been commendable. 
However, during the fourth Five Year Plan, the sugar 
production markedly fell below the targeted level. 
TABLE 1-2 GROWTH OF SUGAR INDUSTRY DURING FIVE YEAR 
PLANS: TARGETS AND ACHIEVEMENTS. 
(Figures in lakh tonnes). 
Year Five year 
plans 
Production 
Target Achieve-
ment 
Surplus/ 
shortfall 
1955-56 First 15.20 18.92 + 3.72 
1960-65 Second 22.80 30.28 + 7.38 
1965-66 Third 35.00 35.32 +0.32 
1973-74 Fourth 47.00 39.48 -7.52 
1978-79 Fifth 57.00 58.40 + 1.40 
1984-85 Sixth 76.40 58.94 -17.46 
1989-90 Seventh 109.00 109.88 +0.88 
1994-95 Eighth 134.00^* — — 
Source: 1. Kothari's Year Book of Business and 
Industries, 1988, p. A-233. 
2. Monthly Review of State Bank of India, 
April 1986. 
3. Punjab National Bank, Monthly Review, May 
1991, p.328. 
As envisaged. 
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Appreciably, this decline was subsequently checked and 
reversed upwards in that the new peak of production to 
the tune of 51.49 lakh tonnes was reached in 1980.81. 
Thereafter, sugar production persistently increased, in 
that, its total production was 109.88 lakh tonnes at the 
end of Seventh Five Year Plan. A target of 134.10 lakh 
tonnes has been envisaged for the Eighth Five Year Plan 
ending in 1994-95. Notably, sugar production during the 
first year of the plan (1990-91) has been 120 lakh tonnes 
against the expected level of 102.14 lakh tonnes. This is 
certainly an encouraging trend. 
The pattern of production, installed capacity and 
the utilized capacity of sugar industry during the years 
from 1979-80 to 1991 are shown in Table 1-3. A perusal of 
the tabulated data reveals that sugar production did 
fluctuate between 1980 and 1984 but after 1986-87 it 
exhibited an increasing trend; in 1988-89, total 
production of sugar was 87.52 lakh tonnes which increased 
further to 109 lakh tonnes in 1989.90. Thus, there was 
an increase of nearly 267o. The capacity utilization in 
1989-90 was 121.807= which was due to various incentives 
offered by the Government. 
Pattern of Production 
During the past few years, production of sugar has 
exhibited fluctuating trends. After a record production 
TABLE 1-3: PRODUCTION, 
CAPACITY OF 
(Figures in 
INSTALLATION AND 
SUGAR INDUSTRY^, 
lakh) 
UTILISATION 
Year Prod lection (Index number) 
Installed capacity 
(Index number) 
Percent capacity 
Utilization 
1978-80 38.58 (100) 59.75 (100) 64.6 
1981 51.47 (133) 63.37 (106) 81.2 
1982 84.36 (219) 64.80 (108) 130.2 
1983 82.30 (213) 65.90 (110) 124.9 
1984 59.17 (153) 68.81 (115) 86.0 
1985 61.44 (159) 72.74 (122) 84.5 
1986 70.12 (182) 75.95 (127) 92.4 
1987 85.01 (220) 78.58 (132) 108.2 
1988 91.10 (236) 81.21 (136) 112.0 
1989 87.52 (227) 83.02 (139) 105.4 
1990 110.80(287) 91.00 (152) 121.8 
1991 120.00(311) 93.00 
" 
180.0 
1) Indian Sugar, Annual Number, September 1991. 
Indian Sugar Mills Association, New Delhi. 
2) Punjab National Bank, Monthly Review, p.316. 
3) Cooperative Sugar Directory and Year Book 1986-88, 
New Delhi, p.11. 
4) Financial Express, New Delhi, September 7, 1990, p.8. 
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of 91.10 lakh tonnes in 1987-88, it declined to 87.52 
lakh tonnes in 1988-89. However, it again increased to 
109.87 lakh tonnes in 1989-90 while it reached the record 
level of 120 lakh tonnes which is the highest record not 
only for India but for any country in the world. 
Indeed, there has been a tremendous increase in 
the demand of sugar on account of population explosion, 
change in life style, over all improvement of living 
standard and ostentatious shift in consumption pattern 
from 'Gur' and 'Khandsari' to fine sugar. The sugar 
consumption is increasing at the rate of about 67„ 
annually. As per the present estimate for the Eighth Five 
Year Plan, the domestic consumption in terminal year 
(1994-95) would be around 145 lakh tonnes. As such, the 
requirement of sugar cane for achieving this target is 
estimated to be 2630 lakh tonnes.^ Obviously, concerted 
efforts are needed to fill the gap between actual (2100 
lakh tonnes in 1990-91) and estimated cane production. 
Steps must be taken rather urgently to avoid further 
widening of this gap. 
Chronological picture of production, area and 
productivity of sugar cane in India during the period 
from 1930-31 to 1989-90 is presented in Table 1-4. It is 
evident from the tabulated data that area under sugar 
cane was 1.176 million hectares in 1930-31 which 
1. Indian Sugar, September 1990, op-cit p.400. 
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TABLE 1-4 
INDEX NUMBER OF PRODUCTION, AREA AND PRODUCTIVITY OF 
SUGARCANE IN INDIA (FROM 1930-31 to 1989-90) 
Year Produc-
tion 
(m.t.) 
Index 
Number 
Area 
(m.h.) 
Index 
Number 
Produc-
tivity 
(kg/ha) 
Index 
Number 
1 2 3 4 5 6 7 
1930-31 36.354 100.00 1.176 100.00 30.9 100.00 
1931-32 40.011 110.06 1.245 105.87 35.4 114.56 
1932-33 53.297 146.61 1.386 117.86 37.5 121.36 
1933-34 56.218 154.64 1.385 117.77 38.5 124.60 
1934-35 62.185 171.05 1.458 123.98 37.9 122.65 
1935-36 68.401 188.15 1.681 142*. 94 37 .0 119.74 
1936-37 56.533 155.51 1.870 159.01 36.6 118.45 
1937-38 43.792 120.45 1.636 139.12 34.6 111.97 
1938-39 40.145 110.43 1.328 112.93 33.0 106.80 
1939-40 51.978 142.98 1.265 107,57 31.7 102.59 
1940-41 38.515 105.94 1.617 137.50 32.1 103.88 
1941-42 46.005 126.55 1.916 162.92 32.2 104.21 
1942-43 52.741 154.08 1.243 105.70 37.0 119.74 
1943-44 49.558 136.32 1.464 124.49 36.0 116.50 
1944-45 42.273 116.28 1.435 122.02 34.5 111.65 
1945-46 50.568 139.10 1.299 110.40 36.4 117.80 
1946-47 58.170 160.01 1.428 121.43 35.4 114.56 
1947-48 48.690 133.93 1.641 139.54 35.4 114.56 
1948-49 49.380 135.83 1.518 129.08 32.7 105.83 
1949-50 69.220 190.41 1.467 124.74 33.7 109.06 
Cont'd. 
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1 2 3 4 5 6 7 
1950-51 74.760 205.64 1.707 145.15 40.5 131.07 
1951-52 61.860 170.16 1.911 165.05 38.5 124.60 
1952-53 53.848 148.12 1.728 146.94 35.8 " 115.86 
1953-54 70.549 194.06 1.410 119.90 38.2 123.62 
1954-55 72.692 199.96 1.620 137.76 43.5 140.78 
1955-56 82.908 228.06 1.846 156.97 39.3 127.18 
1956-57 83.651 230.10 2.051 174.41 40.5 131.07 
1957-58 86.149 236.97 2.072 176.19 40.3 130.42 
1958-59 91.394 251.40 1.948 165.65 44.2 143.04 
1959-60 40.544 111.53 2.137 181.72 42.7 138.19 
1960-61 103.967 285.99 2.456 208.84 45.0 145.63 
1961-62 91.913 252.83 2.413 205.19 43.1 139.48 
1962-63 104.225 286.69 2.242 190.65 41.0 132.69 
1963-64 122.077 3 35.80 2.249 190.99 46.4 150.16 
1964-65 123.990 341.06 2.603 221.34 46.9 151.78 
1965-66 92.827 255.34 2.836 241.16 43.7 141.42 
1966-6 7 95.500 262.69 2.301 195.66 40.3 130.42 
1967-68 124.676 342.95 2.047 174.06 46.6 150.81 
1968-69 135.024 371.41 2.532 215.31 49.2 159.22 
1969-70 126.368 341.60 2.748 233.67 49.1 159.90 
1970-71 113.569 312.40 2.615 222.36 48.3 156.31 
1971-72 124.867 343.48 2.390 203.23 47.5 153.72 
1972-73 140.805 3&7.32 2.452 208.50 50.9 164.72 _ 
Cont'd. 
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1 2 3 4 5 6 7 
1973-74 144.289 396.90 2.752 234.01 51.2 165.70 
1974-75 140.604 386.76 2.894 246.09 49.9 161.49 
1975-76 140.604 386.76 2.762 234.86 50.9 164.72 
1976-77 153.007 420.88 2.866 2 43.71 53.4 172.82 
1977-78 176.065 484.31 3.151 267.94 56.2 181.88 
1978-79 151.655 417.16 3.088 262.58 49.1 158.90 
1979-80 128.833 354.38 2.610 221.94 49.4 159.87 
1980-81 154.248 424.29 2.667 226.79 57.8 187.06 
1981-82 186.358 312.62 3.193 271.51 58.4 189.00 
1982-83 189.506 521.28 3.358 285.54 56.4 182.52 
1983-84 174.076 478.84 3.110 264.46 56.6 183.17 
1984-85 170.319 468.50 2.953 251.11 57.7 186.73 
1985-86 171.681 472.25 2.862 243.37 60.6 196.12 
1986-87 186.090 511.88 3.055 259.78 59.7 193.20 
1987-88 196.737 541.17 3.279 278.83 60.0 194.17 
1988-89 204.625 562-86 3.328 283.08 61.0 197.41 
1989-90 222.628 612.39 3.405 289.54 65.4 211.65 
Source: Indian Sugar January 1991 p.780. 
Indian Sugar September 30, 1990. 
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increased to 1.71 million hectares in 1950-51 and further 
to 2.84 million in 1965-66. Thereafter, it showed 
fluctuating trends till 1980-81 and then reached 3.405 
miliior hectares in 1989-90. Simultaneously, the 
production of sugar cane also increased steadily reaching 
222.628 million tonnes in 1989-90 from 189 million tonnes 
in 1982-83 which was much higher than 57 million tonnes 
of 1950-51. In fact, the year 1989-90 recorded the peak 
hectarage under sugar cane cultivation in India. 
Concurrently, the per hectare yield of sugar cane also 
increasedfrom 30.9 tonnes in 1930-31 to 40.5 tonnes in 
1950-51 reaching the peak level of 65.4 tonnes in 
1989-1990. 
These data, therefore, clearly indicate that 
there has been a remarkable improvement in the 
cultivation of sugar cane, in its yield and its quality. 
Nonetheless it is imperative to emphasize and 
reemphasize that continued increase in the area under 
sugar can be encouraged and ensured only when the 
industry functions on a reasonably profitable basis and 
cane growers are paid regularly without delay. Equally 
important component is the fixation of statutory minimum 
cane prices by the Government and the announcement of the 
same much before the commencement of the crushing season. 
Admittedly, all these factors directly influence the 
area under sugar cane cultivation to a very great extent. 
15 
Like most of other enterprises and ventures, the 
Indian sugar industry too has undergone upheavals as is 
evident f rom the Table I~5. The quantum production of 
to season i.e. 
sugar fluctuated from season / four years of higher 
production followed by one year normal production leading 
to under production in subsequent two years. Perusal of 
data reveals that the production of sugar had gone up 
from 11.8 lakh tonnes in 1950-51 to 30.28 lakh tonnes in 
1960-61 but fell down to 11.38 and 22.47 lakh tonnes in 
1966-67 and 1967-68 respectively. This fall has been 
attributed to severe drought which swept the country 
during this period. However, in 1969-70, the production 
level was not only restored but rather surpassed the 
previous levels reaching a new height of 42.61 lakh 
tonnes. Incidentally, in the following year 1971-72, the 
cane sugar supply got adversely affected and, thus, the 
sugar production decreased to '31.08 lakh tonnes. 
Fluctuating trends continued to exist until 1985 and 
thereafter production showed more or less steadily 
increasing trend for it was 91.14, 87.52 and 109.87 lakh 
tonnes in 1987-88, 1988-89 and 1989-90 respectively. 
During 1990-91, It is estimated to be 120 lakh tonnes. 
Periodical fluctuations in production are possibly 
due to the diversion of sugar cane supply to 'gur' and 
'khandsari' Units. Admittedly, the upward and downward 
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swings in sugar production upset the proper functioning 
of sugar mills/factories. Therefore, in order to 
maintain the upward trend in production in future years 
it is necessary to have a realistic cane producing policy 
which will induce the growers to optimise inputs, improve 
yield and quality and to increase the supply of sugar 
cane to mills/factories. 
Status of 'Gur' and 'Khandsarl' Production 
It may not be out of place to mention here that a 
considerable portion of sugar cane gets diverted to 'Gur' 
and 'Khandsari' units as also for other purposes. Data 
presented in Table 1-6 indicate that during the year 
1970-71 about 57.8% of sugar cane went to 'Gur' and 
'Khandsari' units and only about 30.2 per cent was used 
by the sugar factories. In 1985-86, nearly 40% was used 
for the manufacture of white sugar against 49% utilized 
by the 'Gur' and 'Khandsari' units. However, some 
encouraging trend of reversal was seen in 1987-88 when 
the sugar factories consumed 47.8% of total cane supply 
against 40.2% used by the 'Gur' and 'Khandsari' Units, 
But this encouraging trend did not persist and in 
1988-89, the share of 'Gur' and 'Khandsari' Units and of 
sugar factories were 48.1 and 41.1% respectively. Even 
during 1990-91, nearly 50% of the total sugar cane is 
being utilized by the 'Gur' and 'Khandsari' Units. 
TABLE 1-6 
UTILIZATION OF SUGAR CANE FOR DIFFERENT PURPOSES 
18 
Year Total Pro-
duction of 
Cane used 
for 
(000 tonnes Percent Sugar cane 
utilized for 
sugar 
(000 tonnes) Production of White 
Production 
of Gurand 
white 
Sugar 
'Gur and 
'Khandsari 
1970-71 126.368 38.204 72.991 30.2 57.8 
1971-72 113.569 30.974 69.081 27.3 60.8 
1972-73 124.867 40.406 69.461 32.4 55.6 
1973-74 140.805 42.283 81.720 30.0 58.1 
1974-75 144.289 48.425 78.676 33.6 54.5 
1975-76 140.608 41.849 82.063 29.8 58.3 
1976-77 153.007 48.967 85.723 32.0 56.0 
1977-78 176.965 67.288 88.643 38.0 50.1 
1978-79 151.655 59.715 73.983 39.4 48.8 
1979-80 128.833 39.048 74.681 30.3 58.0 
1980-81 154.248 51.572 84.475 33.4 54.8 
1981-82 186.358 87.360 77.211 46.9 41.4 
1982-83 189.506 82.669 84.536 43.6 44.6 
1983-84 174.076 58.970 94.283 33.9 54.2 
1984-85 170.319 60.049 90.155 35.3 52.9 
1985-86 170.648 68.560 81.883 40.2 48.0 
1986-87 186.090 85.184 78.664 45.8 42.2 
1987-88 196.737 93.943 79.139 47.7 40.2 
1988-89 204.625 85.692 94.373 41.9 48.1 
1989-90 222.628 — — — 
Source: Indian Sugar Annual, Number, Sept. 1990, p.477. 
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Hence, the country is undergoing huge colossal loss as 
the total yield of sugar is much lower in 'Gur' and 
'Khandsari' Units than the sugar factories. Certainly, 
therefore, a detailed study of economics of both these 
operations is highly warranted. Admittedly, 'Gur' and 
'Khandsari' production not only deprives cane sugar of 
high prices for its produce but also creates market 
uncertainties. Effective measures must be adopted to 
ensure optimal supply of sugar cane to sugar factories. 
Pattern of Sugar Consumption 
There has been a spectacular increase in the 
demand of sugar in the recent years. Though it did not 
pose any problem until 80's as production was in excess 
of demand except during the period when there was a sharp 
decline in output due to adverse weather conditions. The 
working group of Eighth Five Year Plan has envisaged the 
domestic consumption to reach 145 lakh tonnes by the year 
1994-95.^ Trend of consumption, as shown in Table 1-7, 
indicates that the demand is increasing very rapidly in 
comparison to production. The consumption had increased 
from 75.65 lakh tonnes in 1983-84 to 80 lakh tonnes in 
1984-85 and still further to 98.60 and 102.14 lakh tonnes 
in 1988.89 and 1989-90 respectively. It reached 104 
1. See Financial Express New Delhi, September 14, 1991, 
p. 7 . 
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lakh tonnes during the current year i.e. 1990-91. From 
the data presented in Table 1-6, it can be inferred that 
the number of sugar factories rose from 138 in 1950.51 to 
377 in 1989.90, an over all rise of nearly 167%. 
Similarly, Lhc production oE sugar also went-up from 
61.44 lakh tonnes in 1984-85 to 109 and 120 lakh tonnes 
in 1988-89 and 1989-90 respectively. Also, the demand of 
sugar increased at the rate of nearly 67o. Therefore, 
keeping the upward trend in production, demand and 
consumption, adequate measures are called for to boost 
the sugar production in India. 
Per Capita Consumption 
With the increase in per capita income and the 
preferences for urban pattern of life style, the per 
capita consumption of 'Gur' and 'Khandsari' has increased 
from 19.3 Kg per annum in 1974-75 to 23.7 kg in 1983-84 
but, curiously, dropped to 21.8 kg in 1986-87. 
Expectedly, it is to reach 25.9 kg in 1990-91. It is 
fascinating to note that per capita consumption of 'Gur' 
and 'Khandsari' which used to be 13.6 kg per annum has 
declined to 10.5 kg during 1989-90. On the other hand, 
the sugar consumption increased from 5.9 kg per annum in 
1974-75 to 14.4 kg in 1990. 
Locatlonal Pattern 
Uttar Pradesh ranks uppermost among the sugarcane 
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TABLE 1-8 
ESTIMATED PER CAPITAL CONSUMPTION OF SUGAR, CUR AND KHANDSARI 
IN INDIA. 
Year CONSUMPTION, Kg/ HEAD/YEAR 
Sugar Gur and Khandsari Total 
1975 5.9 13.6 19.5 
1976 6.1 13.7 19.8 
1977 6.1 14.4 20.5 
1978 7.1 11.8 18.9 
1979 9.6 11.3 20.3 
1980 7.8 12.6 21.5 
1981 7.8 11.5 21.4 
1982 7.8 11.2 19.1 
1983 8.3 13.2 19.9 
1984 9.1 12.4 23.7 
1985 10.5 12.0 22.5 
1986 11.1 11.0 22.1 
1987 11.4 10.7 22.1 
1988 12.5 10.4 22.9 
1989 12.5^ 10.5'^ 23.0 
1990 14.4" 10.5* 24.9 
Source: (1) Kothari Industrial Directory 1986 to 1988. 
(2) Yojana, December 1-15, 1988, 
(3) Indian Sugar, May 1988. 
(4) The Economic Times, New Delhi Nov. 3, 1988. 
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growing states followed by Maharashtra, Karnataka, 
Bihar,Tamil Nadu, Andhra Pradesh etc. At the beginning of 
the planning era, more than half of the total sugar 
producing units were located in the sub-tropical belt of 
Uttar Pradesh and Bihar. With the increasing irrigation 
facilities and keen interest shown by the state 
governments towards the development of sugar industries in 
Maharashtra, Karnataka and Tamil Nadu, there has been a 
shift from North to South.^ 
Trends in production of sugar and the number of 
sugar units, in various sugarcane producing states 
between 1950-51 and 1986-87, can be seen from Table 1-9. 
Perusal of the data shows that the share of Uttar Pradesh 
and Bihar in the total sugar production is decreasing 
very rapidly. However^the total production of sugar in 
Uttar Pradesh has gone over to 25.57 lakh tonnes in 
1986-87, against 6.02 lakh tonnes in 1950-51^ Showing an 
overall rise of 324 per cent. Statistically speaking 
the state of Maharashtra has improved its performance 
significantly. In 1950-51 there were 15 sugar units, 
which went up to 91 sugar units in 1986-87 indicating an 
increase of 506 per cent. Production of Maharashtra went 
up to 23.88 lakh tonnes, against 3.20 lakh tonnes in 
1950-51, indicating an overall rise of 6.467,. The total 
1. See Southern Economist, Banglore, July 1989, Vol.28 
p.21. 
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production of sugar in Bihar has come down by 347o i.e. 
from 2.92 lakh tonnes in 1950-51 to 1.94 in 1980-81. And 
the number of sugar units have declined from 29 in 
1950-51 to 26 in 1986-87. Similarly, the total 
production of su"ar and number of sugar units in Andhra 
Pradesh has toned up by nearly 189 per cent and 158 per 
cent respectively i.e. from 1.83 lakh tonnes and 12 sugar 
units in 1960-61 to 5.29 lakh tonnes and 31 sugar units 
in 1986-87. Total production of sugar in Karnataka went 
up by 2955% i.e. from 9.20 lakh tonnes in 1950-51 to 5.11 
lakh tonnes; and the number of sugarcane crushing units 
went up by 2300% i.e. from one unit in 1950-51 to 24 
units in 1986-87 indicating a steep rise in respect of 
production as well as the number of sugar units in 
operation. 
Trends in Export and Import of Sugar 
India used to export large quantities of unrefined 
sugar upto 1863. Till 1863-64 the exports from India 
exceeded the imports. The first assault on the sugar 
industry of India was made by the Maurition and the latter 
from the bounty fed beet sugar from Europe. The import of 
sugar from Java captured the Indian market. In this way 
the hard competition from European countries made the 
situation of sugar industry quite hopeless and import of 
sugar began to increase very rapidly. This adverse 
TABLE I-IO ^^ 
TRENDS IN EXPORT AND IMPORT OF SUGAR (lakh tonnes) 
Year Exports Imports 
1970-71 3.90 -
71-72 1.33 -
72-73 1.10 -
73-74 4.39 -
74-75 9.02 -
75-76 9.50 -
76-77 3.41 -
77-78 2.53 -
78-79 8.36 -
79-80 2.30 1.63 
80-81 0.60 1.53 
81-82 4.15 0.77 
82-83 4.25 -
83-84 6.54 0.94 
84-85 0.32 11.87 
85-86 6.36 16.19 
86-87 0.20 9.53 
87-88 0.03 2.41 
88-89 0.03 5.00 
89-90 0.30 2.42 
90-91 5.25* -
"Provisional 
Source: (1) Journal of Indian Sugar New Delhi, July 1988 p.299 
(2) Indian Express New Delhi September6, 1989. 
(3) Reserve Bank of India Bulltetin Feb. 1988, p.81. 
(4) Indian Sugar September 1990. 
(5) Financial Express New Delhi Sept 14, 1990 p.7. 
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situation continued till the attainment of independence.^ 
After independence it was felt that in order to 
prevent a deterioration in quality of stocks and avoid 
waste in storage, it is desirable to step up exports. In 
recent years the sugar industry has now become one of the 
important foreign exchange earners for the country. 
India entered the world market in 1957, exporting 1.46 
lakh tonnes of sugar earning Rs.11.89 crores in foreign 
exchange. The new sugar agreement (ISA) came into effect 
from 1st January 1978. The ISA has been assigned a basic 
quota of 8.25 lakh tonnes to India. Our export quota for 
1984 was about 7 lakh tonnes. However^ due to lower 
production of sugar. Government of India banned exports 
in February 1981. As a result the total export during 
the period under review was 1.84 lakh tonnes and in the 
2 
year 1981 it was only 98000 tonnes. The contribution in 
the form of excise duty was about Rs.500 crores in 
1983-84. 
Until the year 1978-79, India was a sugar 
exporting country when about 8.36 lakh tonnes of sugar 
was exported which earned Rs.800 crores in foreign 
exchange. However, since that year, barring 1982-83, 
India had to import varying quantities of sugar every 
year reaching the maximum of 16.19 lakh tonnes in 1985-86 
1. Sinha R.V. op. cit. p.18. 
2. See Indian Sugar, September 1982 p.373. 
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but subsequently the Imports have been declining, 
indicating an increasing trend in the production of sugar 
in the country. For the year 1990-91, the Government of 
India has cleared the export of 5 lakh tonnes at f.o.b. 
value of $325 per tonne (@ Rs.5687 per tonne) which is 
expected to fetch Rs.285 crores in foreign exchange.^ 
Data presented in Table I-IO indicates that Indian sugar 
export has been characterised by sharp fluctuating 
trends. While in the year 1975-76, the export was 9.5 
lakh tonnes, it came down to 0.03 lakh tonnes during 
1987-88 and 1988-89. India had to import 16.2 and 9.5 
lakh tonnes in 1985-86 and 1986-87 respectively. 
However, a record production of 120 lakh tonnes, as 
envisaged, during 1990-91 whould be higher than the 
domestic requirement of 106 lakh tonnes. Thus, the 
country could easily export more than the target fixed 
without disturbing the domestic market during the current 
season i.e. 1990-91. 
Sugar Policy: 
(a) Controls: This sugar industry has been under 
control since April 15, 1942 when, through legislation, 
the Sugar Control Board was set-up in order to control 
the price and distribution of sugar. Since then the 
sugar industry has passed through various phases of 
2. Neeraj K. Sugar Industry, PNB Monthly Review May 1991 
p.319. 
TABLE I-ll 29 
SUGAR PRICING POLICY IN DIFFERENT YEARS 
1 1 ; Quota 
Year Policy f Levy 
\ 
Sale 
\ 
1941-47 Control 
1947-49 Decontrol 
1949-50 Control 
1950-52 Partial control 
1952-58 Decontrol 
1958-61 Control 
1961-63 Decontrol 
1963-67 Control 
1967-68 Partial control 60 40 
1968-70 Partial control 70 30 
(a)01.l0.70-24.05.71 Partial Control 60 40 
(b)25.05.71-30.09.71 Decontrol - -
1971-72 
(a) 01.10.71-31.12.72 Decontrol - -
(b) 01.01.72-30.06.72 Scheme of Voluntary distribution - -
(c) 01.07.72-30.09.72 Partial control 60 40 
1972-74 Partial control 70 30 
1974-77 Partial control 65 35 
1977-78 
(a) 01.10.77-15.08.78 Partial control 65 35 
(b) 16.08.78 onwards Complete decontrol 
(also discontinuance of monthly 
release mechanism) 
65 35 
Cont'd.. 
30 
Year Policy Levy 
\ 
Sale 
\ 
1978-79 
(3)01.10.78-04.06.79 Complete decontrol (also 
continuance of monthly 
release mechanism) 
(b) 05.06 79 onwards Monthly release mechanism 
reintroduced by Govt. 
(c) 12.09.78 onwards Government introdxjced full 
price control 
1978-79 
(a) 01.10. 79-16.12.79 Full price control 
(b) 17.12, .79 onwards Partial control 65 35 
1980-85 Partial control 65 35 
1985-86 Partial control 55 45 
1986-87 Partial control 50 50 • 
1987-88 Partial control 50 50 
1988-89 Partial control 45 55 
1989-90 Partial control 45 55 
Source: (1) Kothari's year Book on Business Industries 1971 to 1988. 
(2) The Economic Times New Delhi, January 1989. 
(3) The State Bank Of India Monthly Review April, 1986. 
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of control, decontrol and partial control.^ However, in 
1967, it was realized that numerous changes in the 
control mechanism adversely affected the growth of sugar 
industry. Hence, the policy of dual pricing with levy 
and free sale was introduced in 1967 and has been in 
vogue since then. Incidentally, this system of partial 
control was also subjected to inconsistency as the 
Central Government abandoned it when the stock piled-up 
and reintroduced again when the production declined. At 
presently the policy of partial control is in existence 
under which 45 per cent of produce is procured by the 
Government and the remaining 55 per cent goes to open 
market. The increase in proportion of free sale sugar 
is, in fact, under the control of all the concerned 
parties, namely- the growers, the manufacturers, the 
consumers and the Government. Table I-ll shows the 
pattern of pricing and distribution of sugar and the 
changes in sugar policy. With the introduction of 
partial control system, the production of sugar 
increased to 91.10 and 109.87 lakh tonnes in 1987-88 and 
1989-90 respectively. 
(b) Minimum statutory price for sugar cane: 
In order to ensure a fair cane price to the cane growers, 
the Government decided to fix the minimum support price. 
1. State Bank of India Monthly Review Bombay, April 1986 
p.350. 
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It is only an indicator of the actual cane price and 
buying capability of sugar factories. The system of 
linking the minimum prices of sugar cane to the average 
recovery of sugar was introduced in 1962-63. In 
addition, a premium was set on every 0.1 per cent 
increase in recovery.^ The minimum statutory cane price 
aims at ensuring regular and adequate cane supply to the 
sugar mills and to protect the interest of growers. The 
Central Government fixes the minimum statutory prices for 
sugar cane every year on the recommendation of the 
Commission for Agricultural Costs and Prices, The table 
1-12 shows the minimum statutory sugar cane prices fixed 
by the Government since 1970-71 to 1991-92. It is 
evident from the data that during the year 1970-71, the 
minimum statutory price was fixed at Rs.7.37/qt linked to 
basic recovery of 9.4 per cent while it increased 
gradually to Rs.l3 in 80s to Rs.18.50 in 1987-88 and 
1988-89 respectively. During the season 1989-90 it 
increased from Rs.19.50 to Rs.22 linked to basic recovery 
of 8.5 per cent. Taking into consideration the need for 
maintaining parity between the support prices of other 
agricultural commodities, the support prices of sugar 
cane has been raised to Rs.27.50/qt for the year 1990-91 
and fixed at Rs.30/qt for 1991-92 and linked to a recovery 
of 8.5 per cent. 
1. PNB Monthly Review op. cit. p.320. 
TABLE 1-12 
MINIMUM STATUTORY PRICE OF SUGAR CANE 
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Year Price (Rs per 
qt) 
Linked to 
Basic 
Recovery 
Premium on 
every 0.17o 
increase in 
recovery 
Range of minimum cane 
price on the basis of 
Col. 1,2 & 3 
(Rs. per qt.) 
1970-71 7.37 9.4 0.0636 7.37 - 9.22 
71-72 7.37 9.4 0.0660 7.37 - 9.48 
72-73 8.00 8.5 0.094 8.00 - 11.57 
73-74 8.00 8.5 0.094 8.00 - 11.29 
74-75 8.50 8.5 0.10 8.50 - 12.40 
75-76 8.50 8.5 0.10 8.50 - 12.80 
76-77 8.50 8.5 0.10 8.50 - 12.70 
77-78 8.50 8.5 0.10 8.50 - 12.40 
78-79 10.00 8.5 0.117647 10.00 - 14.59 
79-80 12.50 8.5 0.147059 12.50 - 18.68 
80-81 13.00 8.5 0.152941 13.00 - 18.36 
81-82 13.00 8.5 0.1529 13.00 - 18.81 
82-83 13.00 8.5 0.152941 13.00 - 19.12 
83-84 13.50 8.5 0.158824 13.50 - 19.65 
84-85 14.00 8.5 0.164706 14.00 - 20.42 
85-86 16.50 8.5 0.194118 16.50 - 24.07 
86-87 17.00 8.5 0.20 17.00 - 25.00 
87-88 18.50 8.5 0.2176 18.50 -26.05 
88-89 19.50 8.5 0.2294 19.50 - 27.59 
89-90 22.00 8.5 0.2588 22.00 - 32.09 
90-91 27.50 8.5 - -
91-92 30.00 8.5 - -
Scxirce: Same as table 1-9. 
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(c) Licensing policy for sugar mills: 
Fresh guidelines for licensing of new sugar mills and the 
expansion of existing ones have been promulgated by the 
Ministry of Industry and Commerce, Government of India on 
22nd July, 1990. The guidelines, inter alia, contain the 
following aspects.^ 
(i) Licenses for new sugar mills shall be granted 
subject to condition that there is no other sugar mill 
existing within a radius of 15 km of the proposed one. 
This is contrary to the existing norms of the spatial 
distance of 40 km between a new sugar mill and the 
existing one, relaxable to 25 km in areas of higher cane 
productivity. Furthermore, the important factor of sugar 
cane availability or potential for development of cane 
has not been given due consideration while granting 
licence to new sugar mills. 
(ii) In order to ensure optimum price to the cane 
growers, preference has to be given to Units in both the 
public and private sectors. New licensing policy has 
also removed restriction on the maximum crushing capacity 
2 earlier pagged at 5000 TCD.'^ 
(iii) Licenses shall be granted readily to 
down-stream Units as also to new sugar mills. 
The decision of Government to reduce the spatial 
1. See Aditorial of India Sugar January 1991 p.719. 
2. The Economic Time New Delhi, 30 August 1991, p.l. 
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distance from 40 to 15 km seems to have political 
motivation, Obviously, this unrealistic decision may not 
maximise the sugar production. Granting licences to new 
sugar mills in close proximity of existing ones will only 
bring about stagnation and cause sickness in the 
industry. The new units with their added advantages of 
latest technology and know-how may throw the existing 
units out of business. The least that can be done at 
this stage to avoid such a catastrophic situation is to 
make a provision that the cane area of existing sugar 
mills should not be disturbed or alloted to new sugar 
factories. 
CONCLUSION 
The foregoing discussion establishes that the 
sugar industry plays a vital role in strengthening the 
overall economy of the country. Clearly, the sugar 
industry has made notable progress after independence. 
The vigorous increase in the output has been due to a 
favourable policy of the Government and adoption of newer 
technologies by the mill owners. The tremendous growth 
of sugar factory is evident by the fact that in 1950-51, 
the total sugar production was only 11.34 lakh tonnes 
while in 1990-91 it reached a mammoth figure of 120 lakh 
tonnes. The initial apprehension of imports to meet the 
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domestic demand has been completely removed and, now, the 
country holds an excellent promise as an exporter. 
Nonetheless, taking into consideration the changes in 
sugar scenario in the country, It is imperative to make 
on all out effort to retain the pace of development in 
the sugar sector in relation to the country's economy. 
With this background of the growth of sugar 
industry in the country, the next chapter will be devoted 
to discuss the objective of this study with the 
conceptual framework of the financial structure of sugar 
industry in general and the financial performance of the 
sugar industry in Uttar Pradesh in particular with 
special reference to the State-owned sugar Corporation. 
The idea will be to state, in clear terms, the problems 
associated with this type of study and provide a 
framework under which the whole study will be undertaken. 
CHAPTER II 
FINANCIAL STRUCTURE OF SUGAR MILLS -
A CONCEPTUAL FRAMEWORK. 
C H A P T E R II 
FINANCIAL STRUCTURE OF SUGAR MILLS-A 
CONCEPTUAL FRAMEWORK. 
Background: 
Uttar Pradesh is the most important sugar 
producing State in the country. Sugar industry in this 
State gained momentum after 1932 when protection was 
accorded to this industry on all-India level. Since 
then, sugar industry has been contributing 
significantly to the socioeconomic development of Uttar 
Pradesh. Sugar mills are located mostly in rural areas 
and serve as a focal point for the economic upliftment 
of rural masses. Besides generating sizeable employment 
avenues and opportunities, the State's sugar industry 
contributes approximately Rs.200 crores annually to the 
State and Central exchequer by way of taxes and duties. 
Owing to considerable support from the Government, the 
sugar industry in Uttar Pradesh has made substantial 
progress turning round an all time high record output 
of 29.76 lakhs tonnes in the year 1990-91 by crushing 
327 lakh tonnes of cane.^ Incidentally, however, 
increased production of this agro-based industry did 
1. The Hindustan Times New Delhi, Tuesday, November 5, 
1991, p.4. 
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not commensurate with the targetted goals and 
objectives. For the past few years, the industry has 
been facing various problems which are directly and/or 
indirectly responsible for its retarded growth. 
Briefly, these problems include instability in 
production, shortage of raw materials, obsolete 
technology (plant and machinery) shortened crushing 
period, unrealistic location of the majority of mills, 
shortage of finance for modernization, expansion and 
rehabilitation of the mills, rising cost of sugar 
production and, consequently, of sugar industry. 
However, now, all aspects of the industry are 
controlled, determined or regulated by the Government 
viz. installation of new sugar mills, expansion, 
modernization and rehabilitation of old units, wages of 
che employees, quality and quantity of sugar to be 
sold to consumers in the open market and all other 
related matters. This immense control of the industry 
has prompted the present study to assess the situation 
of State-controlled and managed sugar mills under the 
Uttar Pradesh State Sugar Corporation. 
Objective of study: 
The objective of this study is to evaluate the 
financial structure of sugar industry as controlled and 
managed by the Uttar Pradesh State Sugar Corporation. 
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As a corollary to this, the study will highlight the 
problems of finance, mode of financing and the adequacy 
of finance available to the sugar mills. 
Automatically, the problem relating to cost and prices 
of sugar in Uttar Pradesh will also be scrutinized. 
The study will review the various steps taken by 
the Central Government as well as by Uttar Pradesh 
State Sugar Corporation for the amelioration of the 
financial problems of the sugar industry. It will also 
identify the area where improvement is needed and offer 
suggestions for its accomplishment. 
Apart from the main objective mentioned above 
there are certain secondary objectives which are as 
follows: 
(i) To highlight the development of sugar 
industry in India and to make an assessment of the 
policies pursued by the Government. 
(ii) To study the pattern of growth of sugar 
industry in Uttar Pradesh and its structural set-up; 
and also, to make a comparative evaluation of the 
industry in the major sugar producing States of the 
country. 
Hypothesis: 
As mentioned in the preceding paras, the present 
/•o 
study seeks to examine and evaluate the performance of 
sugar industry from the point of view of financial 
structure of sugar mills under the Uttar Pradesh State 
Sugar Corporation. Keeping in view the objectives of 
the study following assumption have been made: 
(1) The takeover of the management of the sick sugar 
mills by the State Government has not changed the 
scenario of sugar industry as the performance of such 
mills still lags much behind the env/isaged goals. 
(2) The present sugar policy of the Government did 
not have any positive influence on this important 
sector of economy; rather, it has adversely affected 
its growth under the Corporation because of excessive 
bureaucratic actions. 
(3) Heavy debt burden in the form of interest on 
borrowings has reduced the profitability of the 
industry. Obviously, the financing pattern and policy 
of the Corporation requires thorough overhauling. 
Importance and significance 
According to the latest figures, the total 
investment amounted to over Rs.3372 million employing 
nearly 2.5 lakh skilled and unskilled workers. 
Millions others gain their livelihood through indirect 
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association such as cane growers, brokers and 
transporters. Besides, it acts as a catalyst for the 
L rantiioniiaLion oi rural sociuLy ats iiiaJurlLy oi Lhe 
sugar mills are situated in rural areas. 
The present study gains an added importance 
becuase, today, the sugar industry is undergoing a 
phase of rapid expansion and modernisation. Presently, 
the sugar industry in Uttar Pradesh consists of both 
the modern and out dated technologies. Taking these 
variations into considerationastudy on the pattern of 
financing vis-a-vis its financial structure has a 
significant role to play. The main objective of this 
study are directed at improvements in efficiency and 
cost reduction. Although there have been researches 
concerning various problems and prospects of the sugar 
industry mostly dealing with its growth patterns, the 
financial aspects have, so far, not been adequately 
studied. The present study, therefore, differs with 
the earlier ones as its scope is mainly the financing 
and financial structure of sugar mills under the Uttar 
Pradesh State Sugar Corporation. The problems facing 
the sugar mills under the Corporation are too important 
to be ignored. Although the major share of capital 
comes from the Government, the Commercial Banks and 
other Financial Institutions play an equally important 
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role. The relevance of this study lies in the fact 
that a critical evaluation of the financial statements 
of the Corporation has been made and conclusions drawn 
keeping in view the practicality of their 
implementation. This can lead to a remarkable change 
in the performance and output of the Corporation. 
Admittedly, the losses incurred by the Corporation are 
mounting; high rate of interest on the loans availed by 
the Corporation is the main contributing factor for 
this failure. In order to explore and investigate, at 
length, the causes of failure, the following queries 
need to be properly answered: 
1) Are the problems faced by the Sugar Corporation 
due to unhealthy and wrong policy persued by the 
Government? 
2) Are the problems due to wrong financing policy 
adopted by the State Government? 
In fact both the above mentioned reasons are 
equally responsible for the deplorable state of affairs 
of the Corporation as would be projected in the course 
of further analysis in the present study. 
The poor financial performance of the Uttar 
Pradesh State Sugar Corporation can be judged by the 
data presented in Table III-l. It is evident that the 
AT 
u 
J 03 < 
H 
Z o t—I < 
OS 
0 
CL, 
01 o 
o 
^ 
o 
in 
X 
CO 
w 
Q < 
a, 
OS < 
H 
H 
W 
X 
H 
Plh 
O 
O 
CO o 
CL, 
J < 
l-H 
O z < 
z 
u, o 
tJ CJ z < 
J 
o 
CTN 
00 
I 
r^ 
00 
0 
u 
1 
in 
CTs 
CM 
• 
tn ON CM ON 
00 
1 CO 
00 • CO • vO • • 
00 T-l NO • • CO • TH CJN • s ON CO • §8 • CN CO CO 00 CN r-t C3N vl- NO CO O NO 00 
ON CO CN 00 vO vX) m §8 8 x-l CO T-H m TH CO C^ J r-t CM TH <1-
TH TH 
00 1 ON 00 T-l • o O • 00 
% ON Csl m CM T-H CM 1-1 CO 
O 
00 
I ON 
r^ ON 
ON 
00 
ON 
I 
rv ON 
vo 
I 
m 
ON 
w 
to 
u 
to a, 
o 
t H 
ON 
o 
m 
ON o 
m 
ON 
ON CNJ 
o ON ON CO 
NO TH CJN O CO CM 
vO * TH • • * 
• CO iH T-t 
1 i CO ON CO 00 TH CM 00 NO Csl 
NO t-l Osl CN t-l 1 CO 
CO NO o m NO CJN 
C3N t-l t-l NO t-l CO 00 CJN <J- • 00 CO • CO • • « • 
00 T - l CM CN CO 00 
ON UO ^ ^ i n t-l CN • CO CO CO CJN O o T H r^  m m NO 
T - l T H CN CM NO tH t-l t-l 1 CN 
m 
ro • 
m 
00 
CM 
O • 
CN CNJ CM 
ON 
00 ^ 
cn 
CN 
m 
vC 
CM vO 
r-l 
v£> 
v£> 
00 
CT^  
m 
CM vD 
00 CNJ 
CN 
O 
ON • 
NO CN 
UO 
m 
CN NO 
NO CO CO t-l CO UO t-l NO t-l ON CJN CO 
CD 00 o 
§8 
v£> CNj 
CNJ 
ON 
ON 
CM o 
8 
00 
CO J-l 
•r-l a CO 
o 
0) 
M 
I 
U3 
0) I—I 
CO 
CO 
Cfl iJ 
a» tn 
CO -t-l 
•u u, 
•H a -u 
00 o6 00 r^  CO CO 
I CM 
00 tH m 00 tH O NO ON o CJN m CM 1 CM • CM • NO • CM m 00 r^  • • 00 tH • • CTN f^  CO • o tH tH CM CO in ON 00 CM tH CJN TH CJN tH r^ 
tH tH tH TH NO CO tH CO tH tH tH 
o CO 00 CTN • 
• • CN o ON CN NO tH m tH 
O 
m 
tH m 
CO 
tH 
00 
CJN 
CN 
NO 
00 
CN 
00 
t H 
m 
CN 
00 
CO 
NO 
s 
tH 
iR 
00 
s 
CO 
CO 
m 
Cvl 
CO 
00 
c3 
c 
•r-l 
VI r-l W 
CO <U iJ U 
a. o 
CO >-> 
O CL, 
y 
u s 
44 
ON 
00 
I 
C30 
vO 
I m 
(Tv 
a^  
00 
I r^  
00 
o- o m CO 
00 
1 
cn m r o vO CNJ T-l 
• • • • O vD 00 • CNj • • 
vO OO m vO • • • 00 i n 
00 r-l • CNJ r-l T-( r-l 00 o> cn uo 
0^ s r o 00 T-( m 0^  m cn Oi vO t-H CM 0^  m o CNJ CM r-l m 
tH t H t H 1-1 tH CNI m tH T-l CO 1 TH 
CNJ 
r-l 
r - l 0 0 si; CO 0 0 
• o • • CM 
TH r - l CO CNI rH • • 
CO 
CO rH 
r ^ 
CM §8 S a^  
<»• CO 0 0 0 0 vO 
CsJ r-l r-l CvJ T - l CM 
5 
00 vO 
vD 
00 
CTN 
m 
o> 
m 
00 
t H 
00 
CO 
s ON 
m CJN o m 
00 rH rH CM vD o rH 00 00 o • • m 00 o C7N CNJ • • 
m 
00 
« 
vO 
CM • <N • (N i • rH • vO • m • 00 3 0^ vO a^ o S t n vrt m t-H r - l §8 T-l m < t Ln vO CM CM T - l rH rH rH CO tH 00 CO 1 t-H 
^ o m 
m S rH CM CO r^ un CM 00 
1 
00 • • vO 00 00 • • 
r - l CNI CO • • • r-H * • S CO S r - l • CO ON 
vO 
0 0 • t-H vD CJN 
CO T - l 
r - l s TH o vO o 00 tH s 
CM 
ON 
CM 
CO 8 
r^ rH rH rH rH T - l rH CM 1 t-H 
t t H ON o CNI CJN 00 O 
1 00 ON vC rH rH 00 CM vO vO • CO 
CO • • • • • m • • ^ • 00 CNJ • CN rH 00 • CNJ vO o C^  m rH VD o- ^ ON r-s. 00 CM lO vO r-l rH r - l CO vD vO ^ m rH 00 vO r - l r^ m CO r-l rH rH CM 1 r^ 
CO 
00 ON o 0^ ON o vO 
1 8 CM m 00 vD lO 00 CN • • • • • • • • 
00 • CO m • rH t o CJN CO • s D 
ON ^ < t vO m 00 CJN CNI o 
r - l r - l m vO vO m r>. 
m T - l vO VD tH t H iTS CM 
S 
- t/5 S 
Q) -rH 
r-l cn W 
& -8 <fl U c cu Q 4-t •[-< •H > 
3 <U •H cn e r-H O 
r-l CO o tfl i J CO •H U 
CO r-H ^ QJ ^  X I a 
U5 U -H a U) P CO )-> •r-l B 4-1 O (fl < •H g ) 
CO a CO op t i l 
1 
c 3 < X 
c3 a? 
c 
r-l 
<1> 
E 
V) 
r-l W 
o8 
4-1 ti 
o CO •rH 4-» CO <1> C W c 5 a •H (U p (1) Q w 4J U-, cn 4 J <U C cu rH U )-< 0) •rH ^ •rH 0 0 Vh CO 1- o tn 1 - CO t n U r—1 a u a. o 1- c u U) CO 
CL 
<u 
OS Si CO U1 CO C J C HH CO CJ cu 3 ! : ^ 4) Z 2 
I ro 
00 0^  
0 U 
(M 
1 T-l 
0^  E 
00 O • ro u-j 
ro 
s 
00 
I 
E o )-< iw 
cu 
§ •H OJ CO >-
& 
a 
i-ra 
X CO 
s 3 
00 CO 
o 5 U-l s
CO J_) 
IW <U O >-< 
5, % 
0 
a 
C/3 4J 
1 OS 
•r-l tn 
8: S 
E m o 
00 >1 0^  ij-l 
(1) O 
H -U 
CO CO 
r-l V-00 5 
CO 
u 
C CO 
.2 ^ •u in 
CO 
& s 
cS ^ 
I- (X 
CO 
M 3 
CO ^ 
S ^ 
CO 14-1 •U O 
CO w 
• 4-1 a. q 
CO •U (U C/3 
CO 
E 
a> a. 
^ (N ro 
45 
Corporation started with a meagre Capital and, thus, 
has been facing the financial problems right from its 
inception. As a result, most of the mills have been in 
crisis suffering losses, frequent labour problems and 
closures. Year after year, additional funds have been 
pumped in by the Government and by other Financial 
Institution but of no avail. The losses have been 
continuing inspite of investment for modernisation and 
rehabilitation i.e. Rs.5406.76, 7860.30, 10093.47, 
12442.85, 15695.73 and 19643.38 lakhs in 1982-83, 
1984-85, 1986-87 and 1988-89 respectively. The net 
worth has almost totally eroded and dependence on 
borrowed funds increased tremendously. 
An indepth analysis of the financial statements 
of the Corporation leads to the conclusion that the 
main reason of the huge losses is the heavy burden of 
interest on the loans availed.. Ooviously, such a 
situation has adversely affected the functioning of the 
Corporation. Undoubtedly, a good equity-base is 
invariably helpful in reducing the interest burden. 
Keeping in view the narrow equity base of the 
Corporation,the State Government has approved the 
conversion of their dues for loan and interest accrued 
thereon, upto September 1980, aggregating Rs.1994.72 
lakhs in Equity Share Capital. 
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From time to time, the State Government and 
other Financial Institutions have been providing 
increasing quantum of finance to the Corporation. 
Seemingly, however, the efforts made so far have not 
changed the deplorable situation and the Corporation 
continues to be crisis-ridden. It is, therefore, 
necessary to critically examine and evaluate the mode 
of financing available to the Corporation and to 
identify the problem areas so that corrective measures 
can be suggested. 
Methodology 
The present study has been divided into two 
phases. In the first phase, the published literatures 
available on sugar industry were scanned to get fully 
acquainted with the subject matter and, then, in the 
second phase, the relevant data and literatures were 
collected through secondary sources as Annual Reports, 
Statements, Journals and Periodicals etc. Also, the 
primary data were "athered by surveying the opinions of 
various Committees and Boards appointed by the 
Governments, Further, the ideas and views of the 
Managing Directors and Executives were ascertained 
through personal interviews/discussions. 
Procedure of data analysis and interpretation: 
The main objective of analysis and 
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interpretation of the financial statements of the Sugar 
Corporation was to formulate an opinion with regard to 
the financial health, profitability and efficiency of 
the Uttar Pradesh State Sugar Corporation and to derive 
conclusions and lay-down policies for future guidance. 
The procedure of analysis of financial statements 
involved compilation, comparison and interpretation of 
relevant data . Tie quantitative assessment was made on 
the basis of arithmetic mean and its absolute and 
selective range of standard deviation. 
Conceptual framework 
The financial structure of any industry is of 
strategic importance for its adequate growth and 
survival. In fact, the proper financial structure is 
the backbone of any industry. It is the foundation 
stone and only a well-planned financial structure can 
provide a solid base to an industry for its future 
growth and prosperity. It is, therefore, imperative 
that the Management of an industry must plan its 
financial structure keeping in mind the best interest 
of the industry as well as the owner. Only such a 
structure should be chosen as would yield optimum 
results, in that, the Management must exercise prudence 
and follow the cardinal principles of financing. 
A8 
considering the prevalent environment factors and 
should make it flexible enough so as to take care of 
any change in the circumstances envisaged initially.^ 
Formulation of financial structure is certainly 
of paramount importance and crucial significance. Any 
negligence in formulating financial structure may cost 
heavily not only on industry's profitability and 
efficiency but, in the long run, may prove fatal to its 
very existence. The first step in the formulation of 
financial structure is assessment of the project-cost. 
Unless the cost of a project, is known, the sound 
financial structure can not be designed. While 
designing the structure, the operational and financial 
attributes such as the nature of asset requirements, 
the prevailing market conditions, the degree of risk 
involved, future prospects of earnings, terms and 
conditions of the Central and State Governments must be 
taken into account. 
The concept of financial structure has been 
veiwed differently by different authors. To some, it 
constitutes all the resources tapped to finance the 
total assets employed covering the total liability of 
1. Srivastava R.M. Financial Discision Marking Text, 
problems and cases. Sterling Publishers Private 
Ltd., New Delhi, p.804. 
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the industry represented by short-term and long-term 
finances, considering the Capital structure as a part 
of financial structure represented by long-term debt, 
preferred stock and Common Equity. Thus, the capital 
structure includes items of permanent capital long-term 
obligations and equity. To others, the financial 
structure of an enterprise is nothing but its Capital 
structure and the term 'Capital' is viewed as a 
determinant to its cost which includes all types of 
funds procured or to be procured to meet the cost of 
project covering equity, preference, capital, reserve 
and surplus, term loans, deposits, borrowing and 
retained earnings. 
Factors influencing the pattern of financing 
Following factors must be taken into 
consideration in order to work out the proper financial 
structure: 
a) Debt-Equity Ratio 
b) Cost of Fund/Capital 
c) Availability of finance 
a) Debt-Equity Ratio: The funds required to finance a 
new project are managed from two sources namely- owned 
and borrowed funds. The owned funds consist of equity, 
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preference share capital and retained earnings. The 
borrowed capital consists of term loans from Financial 
Institutions, Commercial Banks, debentures and deposits 
from the public. An optimum combination of these two 
funds,debt and equity, is of paramount importance for 
the sound financial health of an industry. There are 
certain institutional norms to be followed while 
arriving at optimum debt-equity gearing. It usually 
varies from 1:1 to 4:1 depending upon the nature of 
industry. Under the terms and conditions, the lending 
institutions generally prefer a debt-equity ratio of 
1.5:1 for medium and large units and 2:1 for the 
small-scale units. The industries promoted by the 
Government may have a higher debt-equity ratio of 3:1 
or 4:1.^ At a higher ratio, the firm may avoid to 
borrow funds. However, if the debt-equity ratio 
becomes too high, an industry may not be able to borrow 
funds at lower rate of interest because the creditors 
2 
may lose confidence in that industry. It is, 
therefore, essential to make a comparative study of 
different types of resources of financing and to 
1. Israni D. Critical Aspects of project. Financing, 
Financial Express July 17, 1990, p.7. 
2. Hompton J.J. Financial Decision Making: Concepts 
problems & Cases. Reston Publishing Company, 1976, 
p.217. 
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ascertain the cost of each source of funds. 
b) Cost of fund/capital: Generally, a new enterprise is 
financed by both the owned and borrowed funds, for it 
is not possible to meet the financial requirements 
singly. The ratio between these two depends inter alia 
on the cost of the two funds; if the borrowed funds are 
cheaper than the ratio of earnings, it is preferable to 
increase the proportion of borrowings and vice versa. 
It is, therefore, imperative that an exercise has to be 
conducted to ascertain the cost of different sources of 
funds. For the owned funds, the industry has to pay 
the supplier a dividend which is variable but for the 
borrowings it has to pay interest at a fixed rate. 
Therefore, a jusdicious determination of debt-equity 
ratio is of paramount importance so that the rate of 
return to equity share holders is maximised. Briefly, 
for securing the funds, the industry has to pay 
dividend or interest, depending upon the nature of 
funds, i.e. owned funds or borrowings.^ Hence, the 
cost of funds is the charge paid periodically to the 
supplier in the form of dividend or interest for hiring 
the funds. 
1. Israni D., op. cit. p.7. 
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c) Availability of finance: Finance is of vital 
importance for the rapid growth and speedy development 
of any industry and the sugar industry is no exception 
to it. Funds are made available to an industry by 
term-lending institutions and commercial Banks as well 
as Cooperatives. The long-term funds are provided by 
IFCI, ICICI, IDBI which has acquired considerable 
expertise in the financing of medium and long-term 
needs of an industry. Short-term funds are provided by 
the Commercial Banks and Cooperatives. National Bank 
for Agriculture and Rural Development has been 
instituted to take care of agriculture and allied 
sector; in that, it refinances the Commercial Banks and 
Cooperatives for their lending to the important 
sectors of economy. 
In the present study, an attempt has been made 
to critically analyse the financial structure and the 
mode of financing of sugar mills from the view point of 
the following factors: 
(i) Pattern of liabilities 
(ii) Pattern of investment in assets 
(iii) Cost structure 
(iv) Debt-Equity leverage 
(v) Current ratio 
(vi) Acid test ratio 
(vii) Uses and application of available 
financial sosurces 
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With regards to the present study, the financial 
structure of the Sugar Corporation comprises of owned 
funds and borrowings, the former, usually called 
equity, consists of share capital, reserve and surplus 
and long term loans obtained from the financial 
institutions, Commercial Banks and Cooperatives. 
Here, the term financial structure refers to all the 
items on the right hand side of balance sheet, that is 
both the long term and short term funds. 
REVIEW OF LITERATURE: 
Thorough scanning of available literatures 
revealed that, with regard to the sugar industry in 
India, very limited work has been carried out as is 
evident by fewer studies and research papers 
occasionally appearing in the press. The reports of 
various Commissions and Enquiry Committees are either 
too old or contain too little information to provide an 
insight into the overall development of sugar industry 
in India. The first assessment of the cost structure 
and fair prices payable to sugar cane growers was done 
in 1958-59 by the Tariff Commission^ which submitted 
its report to the Government in September 1959. The 
Tariff Commission recommended segregation of the 
country into four regions for the fixation of prices on 
1. Government of India, Report of the Committee on 
Rehabililation and Modernisation of Sugar Factories 
1963. 
54 
on the basis of crushing duration and recovery of 
sugar. 
The Government of India appointed a committee 
2 
under the Chairmanship of Dr. S.R. Sen to examine the 
problems of old and uneconomic sugar factories and to 
look into the cost-structure of the sugar industry. 
The Sen Commission suggested that the minimum price of 
sugar cane should be so fixed as might cover the bulk 
line opportunity cost of cane cultivation. It also 
recommended that minimum price of sugar cane should be 
adjusted yearly on the basis of index of prices of 
other competitive crops so that price of sugar cane has 
an edge over the prices of alternative crops within the 
country. 
Again, in 1947, a Sugar Enquiry Commission was 
3 
appointed under the Chairmanship of Mr. R. Bhargava . 
This Commission submitted its report within an 
ultrashort period. It suggested for long-term planning 
of the cane cultivation, development of areas of sugar 
mills and reservation of areas for a period of at least 
5 years. The sugar industry is of the opinion that the 
2. Report of the Sugar Industry Enquiry Commission 
1965, pp.64-66. 
3. The Bhargava Commission Report 1974, Vol. I & II. 
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consideration of issue of reservation has been highly 
encouraging. Among others the commission was in 
favour of making suitable changes in the Act, 
concerning sugar industry at State Central level, 
covering the following aspects: 
1. Factories should enter into an agreement with 
the sugar cane growers of its area for regular supply 
of cane upto its full requirement for a normal crushing 
period. 
2. Where the sugar cane growers supply cane 
through society, the society, the cultivator and the 
factory should enter into an aggrement. 
3. The agreement must specify the quantity and 
quality of sugar cane to be supplied by the growers to 
sugar mills. 
4. The sugar mills should be under obligation to 
advance loan to the cane growers for the cultivation of 
cane. 
5. The sugar mills should be entitled to recover 
the loan along with the interest thereon through 
deduction from cane prices payable to the grower 
concerned. 
1. Ibid., p.1045 
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The Bhargava Commission also underlined the need 
for reasonable spatial distance between new units and 
existing units to ensure their proper working. The 
recommended distance was 50 km. In order to stabilise 
the cane supplies to the mills, the Commission has 
2 
suggested the followiwng measures: 
(1) The extra realisation on the sale of sugar 
should be distributed between the cultivators of cane 
and the mills in the ratio of 50:50. 
(2) A sugar sale committee consisting of five 
members, should be set up at each and every mill with 
the representative of the mill growers and the 
workers. The cnnnittee should be given the authority 
of inspection of the account of the mills. 
(3) Sugar cane price should be so fixed as to 
have an edge over the competitive crops. So that 
cultivators are motivated to extend the cultivation of 
sugar cane. 
A 
(4) The planning commission has setup an 
enquiry committee on sugar industry to formulate 
targets and to look into the various aspects of sugar 
industry. This committee has recommended the 
following^: 
2. Ibid., pp.709-65. 
4. Cooperative Sugar Directory & Year Book 1986-88. 
1, Ibid. 
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(i) Keeping in view the growing demands of 
sugar,.sugar factories should be more responsible for 
the overall development of the sugar cane areas and the 
technical guidance should be provided by the Central 
State agencies. 
(ii) Each factory should have to own farm which 
can provide basic input to the farmers. 
(iii) Sugar cane pricing policy should be framed 
in such a fashion so that a minimum cane price which is 
equivalent to cost of production of sugar cane be 
ensured to the farmers.^ It also recommended that a 
sizeable buffer stock and a long term pragmatic policy 
taking into account the interest of cane growers, the 
sugar factories and the consumers should be evolved. 
Gandhi M.P ^ in his book entitled "Problem of 
sugar industry in India. Scope and Prospects of 
Reorganisation" deals with the historical aspects of 
the sugar industry, especially after the grant of 
protection in 1932. A close review of the study reveals 
that first class white sugar was produced from Gur 
throughout Northern India, specially in Burdwan and 
5. Gandhi, M.P., Problems of Sugar Industry in India: 
Scope and prospects of Reorganisation in post-war 
period, Calcutta, 1934, p.xiii. 
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and Murshidabad division of Bengal upto Gorakhpur in 
Oudh before the advent of the British. In the opinion 
of the author Sugar Protection Act 1932 met with unique 
success. Within a short span of time, there has been a 
phenomenal development of the industry. The country 
which was mainly dependent on import has became a major 
sup,nr producinp, country In the world. The author h;is 
aptly summed up his points in the following words. 
Protection of sugar industry is an unqualified success 
in the sense, that the country has been recompensated 
for the aid given to the industry, particularly in the 
war-period and there is wide scope for further progress 
of the industry which can be secured, only through 
coordinated development in both the industry and the 
agriculture.^ 
A publication entitled "Cane Development in 
Uttar Pradesh by S.K. Tripathi,^ focusses on the 
various factors affecting the production of sugar in 
Uttar Pradesh. He emphasised that the phenomenon of 
steep rise and fall in sugar production as a 
consequence of corresponding fluctuation in cane 
1. Ibid. 
6. Tripathi S.K. Cane Development in Uttar Pradesh 
Indian Sugar, New Delhi July 1983 pp.244-245. 
59 
production is not new. The cyclical fluctuation in 
cane production resulting in surplus in some years and 
scarcity in others, causes great distress to the cane 
growers as well as to the industry. The most important 
factor responsible for these fluctuations appears to be 
the sensitivity of the crops to cane price realisation. 
Cane growers are extremely responsive to price 
movement resulting in acreage shifts.^ 
He suggests a multi pronged strategy that should be evolved 
to avoid fluctuation. These are as i.'ollows: 
i. A remunerative price to growers. 
ii. Increasing the capacity utilisation of 
sugar mills. 
iii. Timely payment of cane price to the cane 
growers. 
iv. Use of good quality of seeds and technology 
V. Adoption of improved techniques of cultiva-
tion. 
The author is of the view that "unless concerted 
and coordinated efforts are made in this direction by 
all the concerned agencies, it will not be possible to 
improve the effeciency and productivity in the State of 
l.Ibid. 
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Uttar Pradesh." 
Gupta B.K. & Gupta K.K. ^  in an article entitled 
"Sugar Cane Production Behaviour In India" published in 
July 1981 have looked into the factors responsible for 
the speedy development of sugar cane production during 
the pre and post independance era in the country with 
the specific objectives to evaluate the trend' in area 
and production of sugar cane in the country. A State 
wise analysis has been made by the authors. The study 
indicates that during the pre-independance era, area 
and the production of sugar cane remained almost 
unchanged while the area and the production of cane 
have appreciably increased during the post independence 
era.^ In arriving at the findings and conclusions of 
study, they have made the use of the secondary data. 
The data for the most of the states are available only 
for few years, due to which a detailed and critical 
analysis has not been done. The study, therefore, can 
not be used by the policy makers. The findings of the 
authors are as follows: 
i) During the pre-independence era, the area and the 
Gupta, B.K. & Gupta, K.K. Sugar Cane Production 
Behaviour In India. Indian Sugar, New Delhi, 1981, 
July, p.267. 
Ibid. 
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production of sugar cane remained constant, while after 
independence both have shown an appreciable increase. 
(ii) After independence marginal and average 
productivities of sugar cane farms have witnessed an 
increase of 61.687„ and 23.5% at aggregate level over 
the pre-independence period. The authors conclude that 
there is wide scope of increasing the production of 
cane if an ameliorative credit policy is followed. 
o 
In a Book entitled "Mr,rketing in an Under 
Developed Economy- The North Indian Sugar Industry" The 
author analyses marketing in an under developed economy 
as examplified by sugar factories in Uttar Pradesh and 
Bihar. It deals with the structure of North Indian 
sugar marketing and effectiveness of Indian 
distribution system. The author highlights the various 
factors which affect the way the marketing is 
conducted. The whole work is divided into four major 
chapters and an index has also been added at the end. 
In chapter I he discusses the history and setting of 
Indian Sugar industry. It also deals with the 
locational pattern, production of sugar cane and the 
8. Hirchvividly, C.L. Marketing in an Under Developed 
Economy- The North Indian Sugar Industry, Prentic 
Hall INC 1962 p. iv. 
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sugar. It also covers the consumption of sweetening 
products. Chapter II deals with the cane procurement 
by sugar mills and discusses the relationship among the 
growers, the cooperatives and the sugar factories. In 
Chapter III there is a detailed discussion on the 
structure of North Indian sugar marketing. The fourth 
chapter covers house hold consumption of sweetening 
products in relation to income, expenditure and prices 
of sugar^ The author critically evaluates the 
performance of sugar factories. He also suggests 
a possible line of action that the Government might 
take in order to bring about a speedy development of 
sugar factories in north India. In an article entitled 
"Sugar production prospects and problems" appearing in 
the Financial express of July 16, 1990, Varkey V.O.^ is 
of the view that the sugar industry is the most 
politically motivated industry in India. Sugar 
factories and their output up to large extent are 
controlled by the politicians and the Governments. 
Keeping in view the wide fluctuation, the Government 
has no option but to interfere in its operation by 
resorting to controlled release of sugar in the market. 
1. Ibid. 
9. Varkey V.O. Sugar Production Problems and 
Prospects, Financial Express July 16, 1990, p.6. 
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He himself has admitted that quantity of cane used for 
sugar production has increased mainly by attracting the 
additional production of sugar cane.^ The article has 
elaborately dealt with the production of sugar cane 
and the number of sugar factories in operation since 
1970-71 to 1987-88. The author concludes that the 
jhortage of efficient sugar factories, may be the major 
cause of higher Gur production in the country as well 
as in Uttar Pradesh. Therefore, settingup of new mills 
in those areas where mills are insufficient in number 
is essential in order to increase the production. The 
paper entitled "Sugar Policy" published in 1982, 
critically examines the sugar policy. 
Kunaria B.K.^^ has looked into various factors 
responsible for determining the prices of cane and 
sugar in the country. He argues that manufacturing of 
Gur and Khandsari is a Colossal loss. He presumed that 
if 200 lakh tonnes of sugar cane is diverted to 
manufacture of sugar from Khandsari, the total sweetner 
will be arround 20 lakh tonnes against 16 lakh tonnes 
1. Ibid. 
10. Kunaria, B.K., Sugar Policy, Indian Sugar July, 
1982, New Delhi. 
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of consumable Gur and Khandsari. In order to increase 
the supply of cane to factories, he suggested the 
following points.^ 
1. The sugar cane prices should be fixed at a 
level which ensures parity in the return from 
cane with those of important competitive 
crops. 
2. The buying agencies should have a system of 
registered cane growers. Who would enter 
into a contract for a period of more than one 
year. The agreement must be made before the 
sowing season. 
3. It is necessary to create a buffer stock of 
sugar so that Government can have effective 
control on the market during the years of 
fluctuations in the output of sugar and its 
price. 
Sanjay B.^^ in his book "The Political Economy 
of Indian Sugar; State Intervention and Structural 
Changes" has raised some issues of importance. The 
whole book is divided into three parts. Part I deals 
with the advent of State intervention beginning with 
the grant of protection in 1932. It deals with the 
1. Ibid. 
11. Sanjay B., The Political Economy of Indian Sugar, 
State Intervention and Structure of Changes, Oxford 
University Press, New Delhi, 1990. 
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location, nature and set up of cooperative mills. 
In the opinion of the author, cooperative sector is 
already dominant on the sugar map of the country, and 
it will further strengthen its position. The future is 
bleak for the private mills. The Ilnd part deals with 
the structural changes that occurred in the sugar 
scenario since independence. He highlights the points 
that at the time of independence Uttar Pradesh and 
Bihar produced over 70% of the sugar in the country but 
by 1985-86 their share had been reduced to less than 
307o while the share of southern states has increased 
from 237o to 60%. Part III deals with the sugar 
policy viz. cane pricing policy, licensing policy etc. 
The author discusses in great detail the frequent up 
and down in Government policy aimed at stabiljzitig the 
production of sugar and even out fluctuation in prices 
and production of sugar in the country. He also seeks 
to identify the factors which affect the development of 
sugar factories in the country. Methods are suggested 
for improving the current conditions prevailing in the 
country. 
12 
Perumal K. in his book entitled "Sugarcane 
Nutrition Norms of Sugar" has based his work on a 
12. Perumal, K., Sugar Cane Nutrition Norms for More 
Sugar, M/s Kothari Sugar publication. 
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number of field experiments conducted in Tiruchi 
District of Tamil Nadu. The experiments wero mainly 
conducted between 1973 to 1977 on the case the poor 
recovery of sugarcane. The author discusses various 
issues confronting the sugar cane crops. The emphasis 
has been laid on the maximisation of cane yield and to 
improve the quality of cane varieties. Various improved 
cane varieties have been suggested by the authors to 
raise the productivity of cane in Tiruchi Distt. of 
Tamil Nadu. He discusses in great detail the various 
aspects of the plantation. Application of correct 
technological norms have oeen critically evaluated in 
order to acheive the said objectives. He concludes that 
since the high yielding varieties of sugar cane are 
gererally costlier and require increased input the 
grower does not like to adopt it. The findings of the 
work should be helpful to boost the yield through the 
maintainence of correct nutrition level. 
13 
Mohalingum, N's Book "Some Thoughts on Sugar 
Industry" is a collection of papers & articles 
published at different intervals and important extracts 
from the speeches delivered. The work reveals as to 
13. Mohalingam N., Some Thought on Sugar Industry, 
Sakthi Sugar Limited, Coibatore, 1973. 
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how the industry has progressed against the serious 
odds and how difficult problems have been tackled 
during the crucial period.^ In the opinion of the 
author there is n other industry which is capable of 
catering, so effectively to the needs of the common man 
providing employment to the skilled and unskilled 
workers in rural and urban areas and generating high 
revenue in the form of direct and indirect taxes to the 
2 
c o n t r n l and state G o v e r n m e n t s . The whole work of this 
3 
volume comprises of four well ordered parts. 
1. The ideal size and structure for the factories 
in the context of raw material availability. 
Optimisation of the sugar economy through improved 
technology of the industry in the country. 
2. Various sugar policies and recommendation 
relevent to production of sugar and its consumption, 
dealing with such elements in it as control, de-control 
and partial control etc. 
3. Proposals for more systematic and intensive 
exploitation of the by-products of industry viz. 
Molasses, alcohol, and bagasse. 
1. Ibid., p.3. 
2. Ibid. 
3. Ibid., p.iv. 
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From the analysis and interpretation, Mahalingum 
draws the following conclusions: Location of new sugar 
mills should be decided on the basis of cane 
availability and not on the basis of political 
pressures He also points out that production of Gur 
and Khandsari should be discouraged through taxes and 
excise levy. 
5. An all India sugar cane price should be adopted. 
Prices should not be only on the tonnage of cane but 
also on a minimum sucrose content of at least eight 
percent. This volume is a good manual for the policy 
makers as well as the Government dealing with the sugar 
sector of our economy. In the Book "Government of 
Cooperative Sugar Factories. A study of Maharashtra 
Cooperative Sugar Factories" by Inamdar N . R . t h e 
author evaluates the role of the Government in the 
promotion and development of the Cooperative sugar 
factories in Maharashtra. The work of Inamdar is of 
general interest and raises some vital issues. The 
Book critically evaluates the early spade work made by 
the voluntary efforts of farmers of Ahmadnagar 
District. The book has been written with a view to 
acquainting the general reader with the story of 
14. Inamdar N.R., Government and Cooperative Sugar 
Factories, Popular Parkashan, Bombay. 
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development and growth of cooperative sugar factories 
in Maharashtra. The main focus in on Government 
rcp.ulntion nnd nssistancc in the setting up nnd conduct 
of cooperative sugar factories. The author has also 
covered the financial aspect including the 
participation of financial institutions in the 
management. The conclusion drawn by the author seems 
general. In his opinion, the State as well as Central 
Governments played equally important role in placing 
the sugar cooperatives on the map of sugar industry of 
the country. It has supported a liberal attitude 
towards the sugar cooperatives in the matter of 
granting licences. Import licences for procurement of 
plant and equipment and spare parts.^ 
15 
Binayak R. & Rais M. , in their paper entitled 
"Problems and Prospects of Sugar Industry in Uttar 
Pradesh" published in December 1970 highlight the 
various issues relevant to the development of sugar 
industry. They observed that over the years the sugar 
industry of Uttar Pradesh has grown steadily. The 
number of sugar factories has increased from 63 in 
1951-52 to 104 in 1987-88. In their view a number of 
15. Binayak R. & Rais M., Problems and Prospects of 
S'-.gar Industry in Uttar Pradesh, Indian Sugar, New 
Delhi, December, 1990, pp,665-67. 
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sugar factories are facing problems like inadequate 
supply of raw materials, obsolete plant and machinery 
and unfavourable pricing policy of- the Government. 
Owing to these problems most of the mills incur huge 
losses.^ They had emphasised the need for 
rehabilitation, modernisation and expansion of sugar 
factories of Uttar Pradesh. They suggest that while 
planning the supply of sugar cane to sugar mills, the 
Gur and Khandsari units should also be taken into 
account. The intensity of cane supply should also be 
regulated by strict enactment of licences for Gur and 
2 
Khandsari units. They are of the opinion that a 
contractual agreement of sugar cane supply between 
mills and growers may solve the problems. They feel 
that a realistic and long term sugar policy dealing 
with modernisation, pricing of sugar cane and levy on 
sugar could bring about significant improvements in the 
health of sugar industry. 
Sinha R.V.^^ in his Book "Sugar Industry in 
India" attempts to review systematically, the efforts 
made so far towards the growth and development of sugar 
in the country. The primary objective is to analyse 
1. Ibid. 
2. Ibid. 
16. Sinha R.V. op. cit. p.7. 
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the problems of the industry and to assist in the 
formulation of sugar policy. The whole work is divided 
into as many as 10 chapters. The first chapter deals 
with the history of sugar industry in India. He views 
that the sugar industry got momentum specially when 
protection was accorded to it during 1932. Since then 
its growth has been phenomenal. In chapter II he 
expresses the view that all aspects of sugar induscry 
are regulated by the government, viz. installation of 
new units, expansion of old ones, the quantity of sugar 
to be sold in the open market and the prices of cane to 
be paid to the growers. He also discusses in detail 
the management of soil and control of sugar cane pests 
and diseases in order to increase the production of 
sugar cane. In the III chapter Sinha vividly describes 
problems of marketing and transport. He highlights 
that cane is a perishable raw material as it rapidly 
deteriorates with the passage of time converting 
sucrose into invert sugar which is non crystal1isable. 
Organisation of cane marketing and effective 
transportation system is of considerable importance.^ 
In the 4th and 5th chapter Sinha analyses the cost 
structure and the utilisation of by-products. Labour 
1. Ibid., p.100. 
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relation is dealt with in chapter six. The author 
discusses the various pros and cons of the Government 
policy aimed at stablizing the production of sugar in 
the country and even out fluctuation in prices. The 7th 
and 8th chapters are mainly concerned with the finance 
and the development of the sugar industry in the 
country. Forecasts about the industry have been made 
in the last chapter with long term prospectives and 
strategy, this part being rather techincal and of 
' _cial importance of the subject. Towards the end he 
suggests that success of any policy should be judged on 
2 the following criteria: 
i) The sugar policy must allow sugar to be available 
to the consumers at reasonably low prices fulfilling 
their hopes and aspirations. 
ii) The policy must protect the interest of Gur and 
Khandsari producers. 
iii)It must offer a reasonable rate of return to the 
sugar producers and the growers. 
Behari. C.^^ in an article entitled "An Insight in 
to Sugar Cane Production in India" expresses the view 
2. Ibid. , p.283. 
17. Behari C., An Insightn to Sugar Cane Development In 
India", Indian Sugar, August, 1987, p.273. 
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that the crux of increasing the productivity of cane 
rests on need based pro",rammes of sugar factories, Gur 
and Khandsari manufacturers and cane growers, 
regulation of cane supplies to sweetening agents, 
proper price structure and tackling the problems of 
flood, water lojging and drought in specific areas. He 
focuses that t,ince independence efforts on sugar cane 
development in the country are being directed towards 
providing basic inputs of the cane growers in the form 
of right sugar cane variety, adequate application of 
fertilizers and irrigation etc. However, the standard 
of farming in general still remains, far below the 
expected break-through; the reasons obviously being:^ 
(1) Lack of the required thrust by the extension 
agencies on imported technology at field level. 
(2) Non adoption of available technology by the farmers 
either due to scarce -nd or uneconomical 
2 availability of various inputs. 
He suggests that all three factors shall have to 
be properly analysed and proper strategy has to be 
worked out to make a break-through in the production of 
sugar cane. 
1. Ibid., p.273. 
2. Ibid. 
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1 8 
Channa S.S. & Gupta M.P., in the article 
entitled "Strategy to raise sugarcane production" 
published in 1988 critically examine the various 
aspects relevant to the production of sugar cane in the 
country. They highlight the pattern of sugar 
production and consumption. In their opinion the 
vicious cycle of fluctuation in the production of sugar 
cane from year to year is perhaps the single factor 
causing great disruption in the sugar production in the 
country. These wide swings not only make the 
entrepreneur hesitant in modernising sugar factory, but 
also affect the adoption of new sugar cane production 
technology by the farmers.^ The benefit of modern 
technology can be derived only, when it is efficiently 
utilized by individual cane growers. They emphasize on 
high yielding varieties of sugar cane with a fair 
degree of resistance to disease and better crop 
management to raise the production of cane in the 
country. They think that the crux of the increasing 
productivity of sugar cane rests on need based 
development programmes with effective participation of 
mills, the cane growers and the maintenance of 
rationing price structure for cane supplies for Gur, 
Sugar and Khandsari manufacturers.12 
18. Khanna, S.S.,Gupta,M.P"Strategy to Raise sugar 
Cane Production, Yojna, December, 1988, pp.21-22. 
1. Ibid. 
2. Ibid. 
75 
1 9 
Vekaria R.S., Pandya D.N. & Soni M.C. carried 
out a study entitled "Role Planed by Cooperative Sugar 
Factories in Sugar cane development" v/hich was 
published in 1989. The specific objectives of the study 
are: 
(1) To know the attitude of sugar cane growers 
towards cooperative sugar mills and its relationship 
with extent of adoption of sugar cane technology. 
(2) To look into the type of services provided by 
the cooperative sugar mills to the member as opined by 
the cane growers. The study was undertaken in Gujrat 
and eight factories were covered. An interview 
schedule was designed by the authors which was followed 
by personal interviews. The main findings of the study 
are as follows:^ 
(i) Out of 209 sugar cane growers majority i.e. 57-90 
percent were found to have the favourable attitude 
towards cooperative sugar factories. 
(ii)The relationship between attitude of sugar cane 
growers and extent of adoption of technology was 
found significant. 
10. Vekaria, R.S., Pandya, D.N., Soni, M.C. & 
Padheria, M.M., The Maharashtra Cooperator, 
Vol.CXXII, No.3, January 1989. 
1. Ibid., p.173. 
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(iii)The cooperative sugar mills have arranged the 
improved varieties and aerial spraying 
2 programmes. 
The findings clearly indicate that cooperative 
sugar factories play a pivotal role in increasing the 
sugar cane production and bringing technological 
transformation in the sugar cane growing community of 
Gujrat. 
20 
Gehlawat, J.K. in his article entitled "Sugar 
Industry at Cross Roaos" published in 1989 views that 
the area and production of sugar cane in the country 
has stagnated over the past decade, as it increased 
from 3.15 millions hectares in 1977-78 to 3.45 hectars 
only in 1989. Similarly, the production of sugar cane 
has increased at the rate of less than 2% from 176 
million tonnes in 1977-78 to 184 million tonnes in 
1988-89.^ 
In his opinion production of sugar cane is to 
be enhanced mainly through the development of high 
yielding varieties, and an improvement in the farm 
practices. 
20. Gehlavat, J.K., Sugar Industry at Croos Road, The 
Economic Times, New Delhi, p.7. 
2. Ibid. 
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21 Dhanuka O.P. in his paper entitled "Problems 
and Prospects of Sugar Industry" published in 1990 has 
critically examined the present sugar industry. The 
author views that due to unrealistic sugar policy there 
has been a phenomenal increase in the cost of 
production. It has been so on account of Government's 
directives to increase the sugar cane prices upto 33 
percent, labour wages by 3 percent, transportation cost 
by 25 percent, spaces and packing materials by 40 
percent, which are the main data manuals of the cost of 
production.^ In this study emphasis had been laid on 
the state advised cane pricing policy. The state 
advised cane pricing policy are not only causing 
deterioration in the sugar economy, but the entire 
agricultural economy. The study is mainly qualitative 
in nature adopting a critical approach. The main 
objective of the study is to evaluate the 
effectiveness of the different policies viz;a viz sugar 
cane pricing policy, licensing policy pursued by the 
Government of India. The author critically evaluates 
the new guidelines issued by the Industry Ministry for 
licensing of new mills. The findings of the study 
indicate that there are some problems confronted by 
sugar industry for which remedial measures need to be 
undertaken. 
21. Dhanuka O.P., Problem and Prospect3v==fiir^--.Sugar 
Industry. Indian Sugar September 
p.372. 
1. Ibid., p.373. 
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Gehlowat S.K. in his article entitled "Sugar 
industry-misguided policies inviting sickness" 
published in July 1990 has critically examined the 
pricing and licensing policies relating to sugar 
industry. He looked into factors responsible for the 
escalation in the production cost of sugar. He 
discusses that some are inherent due to its seasonal 
character and being predominantly depen>^ent on 
favourable weather and many are man made which include 
Government regulation and control of various kinds.^ He 
argues that present policy based on the availability of 
potential for the development of cane is politically 
motivated and now the Government has become a party to 
the process of inviting sickness in sugar industry. 
Sickness in seen to affect all the sugar producing 
spates. A large number of sugar factories of old age 
have gone sick in Uttar Pradesh and Bihar due to the 
unrealistic policy of adding new sugar mills in the 
2 
close proximity of the existing ones. He suggests 
that the price control mechanism of the Government has 
to be made more efficient if economic principle is to 
be applied regarding the licensing of new mills. 
22. Gehlewat S.K. Sugar Industry Misguiding Policy 
Invited Sickness, The Economic Times July 24, 
1990, p.7. 
1. Ibid. 
2. Ibid. 
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Some of the aforesaid studies deal with the 
problems of sugar industry of Uttar Pradesh but, no 
attempt has yet, been made to critically evaluate 
performance of state Sugar corporation and no study has 
been conducted concerning the numerous aspects of 
financial structure of the sugar industry of the State. 
Therefore, an attempt is made to make a comprehensive 
study of the financial structure of the Corporation in 
this work. 
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PLAN OF STUDY 
Keeping in view, the objective of the study, the 
present work has been divided into the five chapters. 
Given below are the basic contents of the various 
chapLcrs Ln a iiuLslicll. 
Chapter I has dealt with the pattern of Growth 
of Sugar Industry and the problems confronting it. It 
also reviews the various measures taken by the central 
Government as well as State Government in order to 
bring about a speedy development of the industry in the 
country, 
Chapter II deals with the conceptual framework 
of the study. It has highlighted the importance and 
significance of the work. The objectives underlying 
the study have also been defined nnJ a tentative 
hypothesis has been framed. A though and critical 
scanning of the work previously available on the 
subject has also been made. 
Chapter III discusses in detail the role played 
by the industry in U.P. with special reference to the 
organisation and working of the U.P. State Sugar 
Corporation. It sheds light on the reasons due to 
which the Government took over the functioning of the 
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mills, in order to improve their functioning and 
economy. It also makes a comparative evaluation of the 
industry in the major sugar producing states of the 
country. 
Chapter IV attempts to analyse the financial 
structure and mode of financing of the mills keeping in 
mind the conventional parameters such as pattern of 
liabilities, Pattern of investment in assets, cost 
structure. Debt equity leverage, current ratio and Acid 
test ratio, and the uses and amplifications of 
available financial resources. 
Chapter V being the last chapter consistmainly 
of the conclusions derived during the course of study. 
It also lists the findings of the work and various 
suggestions in orc'er to bring about a marked change in 
the present sugar Scenario of the country. 
CHAPTER III 
GROWTH OF SUGAR INDUSTRY 
IN UTTAR PRADESH. 

C H A P T E R III 
GROWTH OF SUGAR INDUSTRY IN UTTAR PRADESH 
In the preceding chapter, an attempt was made to 
indicate the conceptual frame work of this study. The 
present chapter highlights the pattern of development 
and growth of sugar industry in Uttar Pradesh with 
special reference to the role played by the Uttar 
Pradesh State Sugar Mill Corporation. The trends in 
the production of sugar and sugar cane and the 
contribution of the Corporation in the total sugar 
output have also been evaluated. This chapter also 
discusses the circumstances and the reasons that led to 
the take-over of a number of sugar mills by the State 
Government for the expansion and prosperity of sugar 
industry in the State. 
Sugar industry is of strategic importance in the 
economy of Uttar Pradesh. It is one of the most 
organized industries contributing significantly to the 
economy of the State as well as to the prosperity of 
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of the farmers as it is closely and directly related to 
the cane growers. Millions of cultivators and their 
families are earning their livelihood by growing sugar 
cane and in turn selling it to sugar factories. Thus, 
the sugar industry plays a vital role in the radical 
transformation of rural economy. There is perhaps no 
other industry that contributes as significantly as 
this agro-based industry to the economic development of 
the rural sector. 
Notably, this is the only industry that moves to 
the place of availability of raw material whereas, 
normally, the raw materials are transported to the 
place of industrial establishments. Undoubtedly, the 
sugar industry provides the nucleus and potential for 
an integrated economic growth of the rural sector. 
This is substantiated by the fact that there were about 
104 sugar factories in the State during 1989-90, each 
procuring its cane requirement from about 100-200 
villages. Thus, it covers about 2000 vilalges and in 
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each sugar factory zone, it pays about Rs.1.5 to 3 
crores under normal business activity.^ 
The growth of sugar industry both in terms of 
number of factories and quantity of produced sugar has 
been remarkably repid, whereas the quantum of sugar 
produced in 1950-bl was 6.02 lakh tonnes, it rose to 26 
and 30 lakh tonnes in 1986-87 and 1989-90 
2 respectively. The State has the target to produce 41 
3 
lakh tonnes of sugar by the end of the year 1995. This 
pragmatic approach of the State and Central Governments 
has been necessitated under compulsion of fast rising 
trend in sugar consumption in the State as well as in the 
country. 
In Uttar Pradesh, the sugar industry is 
predominantly concentrated in the districts of Deoria, 
Gonda, Gorakhpur, Basti, Lucknow, Kanpur , Pilibhit, 
Muzaffarnagar , Moradabad, Bijnore, Buiandshahar, 
Ghaziabad etc. The reasons for such a heavy 
1. Sharma S.C. Indian Sugar 1981 p.395. 
2. Indian Sugar December 1990 p.665. 
3. Indian Sugar September op.cit. p.366. 
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concentration in these districts are many i.e. the rich 
and alluvial soil of Gangetic plains the bulk of which 
contains adequate quantities of lime and potash, the 
availability of thin varieties of sugar cane admirably 
suitable to the climatic conditions of the region 
besides the concentration of sugar cane crops in 
compact blocks enables the sugar Mills to get fresh 
suppliesof cane direct from the field.^ In other 
words, the easy availability of sugar cane (raw 
materials) led to the establishment of a number of 
sugar factories in Uttar Pradesh and Bihar in early 
thirties. These two states together constituted the 
birth place of modern sugar factory in India. Notably, 
at one stage, Uttar Pradesh and Bihar respectively 
produced 35 and 40 percent of the total sugar 
production in the country. Thus the two states 
together contributed over 75 to 807„ of the country's 
1. Mehta, M.M. Structure of Indian Industries, Popular 
Book Depot, Bombay, 1961 p.185. 
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total out-put.^ 
The Government granted protection to the sugar 
industry in 1932 in order to sustain and augment sugar 
production. As a result, the number of sugar factories 
grew repidly, in that, the number of working factories 
rose from 29 to 137 within a short span of 3 to 6 years 
(i.e. from 1930 to 1935-36) of which 102 factories 
were in Northern States. The State of Uttar Pradesh 
had passed the Sugar Factories Act 1932 making it 
compulsory for every mill to obtain a licence in order 
to Streamline and strengthen the growth of this sector. 
Further, the Indian Sugar Syndicate was established in 
1937 comprising over 90 factories. It was legally 
recognized and all the factories in Uttar Pradesh were 
compelled to sell sugar through the Syndicate. 
However, it was noticed that the Syndicate, by adopting 
a policy of unreasonably high prices of sugar, had 
1. Indian Sugar November 1981, p.513. 
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jeopardized the interest of consumers thereby injuring 
the long-term interest of the industry. Therefore, the 
Uttar Pradesh Government subsequently withdrew the 
recognition of the Syndicate in 1940.^ 
Admittedly, the growth and development of sugar 
industry suffered a jolt in 1939 because of the 
outbreak of war. The transport bottlenecks during the 
war period led to sugar famine and froced the 
Government to introduce the Sugar Control Act under 
which the prices and distribution of sugar was 
2 
controlled till 1950-51. However, on account of 
continued support of the Government, the number of 
sugar factories in Uttar Pradesh increased from 31 in 
1931-32 to 70 in 1950-61 and further to 104 in 1989-90. 
Thus, Uttar Pradesh has maintained its unique position 
of having the maximum number of sugar factories in the 
1. SinhajR.V.: cp. cit., pp. 30-31. 
2. Memoria, organisation and financing of industr-
ies Kitab Mahal,Allahabad 1978, p. 847. 
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industry suffered a jolt in 1939 because of the 
outbreak of war. The transport bottlenecks during the 
war period led to sugar famine and froced the 
Government to introduce the Sugar Control Act under 
which the prices and distribution of sugar was 
2 
controlled till 1950-51. However, on account of 
continued support of the Government, the number of 
sugar factories in Uttar Pradesh increased from 31 in 
1931-32 to 70 in 1950-61 and further to 104 in 1989-90. 
Thus, Uttar Pradesh has maintained its unique position 
of having the maximum number of sugar factories in the 
1. Sinha, R.V.: cp. cit., pp. 30-31. 
2. Memoria, L.B. organisation and financing of industr-
ies Kitab Mahal,Allahabad 1978, p. 847. 
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: GROWTH OF SUGAR INDUSTRY IN UTTAR PRADESH 
1955-56 to 1989-90 
At the end 
of sugar 
season 
Co-operative 
sugar mills 
Mills under 
UPSSM 
Corporation 
Others Total 
Sugar 
Mills 
in U.P. 
Total 
All 
India 
1956 - 67 67 143 
1961 2 - 68 70 147 
1966 4 - 67 71 200 
1971 5 5 61 71 215 
1976 8 6 63 77 253 
1977 10 7 61 78 271 
1978 14 10 71 85 286 
1979 15 19 54 88 299 
1980 16 19 53 88 314 
1981 17 19 54 91 319 
1982 18 19 54 91 320 
1983 19 19 91 325 
1984 21 30 12 93 325 
1985 26 30 42 98 338 
1986 28 30 42 100 341 
1987 29 30 42 101 353 
1988 30 31 40 103 356 
1989 30 31 40 103 366 
1990 32 31 41 104 377 
Sources: 1. Indian Sugar, New Delhi, July 1988 
2. Indian Sugar, New Delhi September 1990, pp.468-469. 
3. Reports of U.P. State Cooperative Sugar Factories Ltd. 
Lucknow. 
4. Economic Times, New Delhi, July 6, 1991, p.8. 
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Country. The trend of state-wise distribution of sugar 
factories in India during the period from 1950-51 to 
1989-90 is shown in Table III-l This table also shows 
the growth of sugar factories in different sectors of 
the State, namely-Private, Government and Cooperatives. 
It isevident from the table that at the beginning of 
the Planning Era (i.e. 1950-51), nearly 50 percent of 
the total mills were located in Uttar Pradesh, in that, 
during the sugar season of 1955-56, there existed 67 
sugar mills in the State as compared to 143 in India. 
With the liberalization of the grant of licences in 
1950-51, the number of sugar factories increased to 71, 
77, 100, 103 and 104 in 1970-71, 1976-77 1985-86, 
1988-89 and 1989-90 respectively. 
The Government of Uttar Pradesh has a bias for 
the Cooperatives and Uttar Pradesh State Sugar 
Corporation: and as such, these two sectors received 
preferential treatments so far as the provisions for 
new licensing were concerned. Furthermore, most of the 
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TABLE III.l (B) 
SUGAR FACTORIES UNDER THE UTTAR PRADESH STATE SUGAR 
CORP (NATION LTD. 
Sugar 
Season 
Sugar 
Factories 
under 
Corporation 
Factories in 
Uttar Pradesl 
7o Share of 
^ Corporation in 
total Sugar 
Factories 
1970-71 5 71 7.0 
1971-72 5 72 6.8 
1972-73 5 73 6.8 
1973-74 5 74 6.7 
1974-75 5 74 6.7 
1975-76 6 77 7.8 
1976-77 7 79 8.9 
1977-78 10 85 11.8 
1978-79 19 88 21.6 
1979-80 19 88 21.6 
1980-81 19 91 21.1 
1981-82 19 91 20.9 
1982-83 19 91 22.9 
1983-84 30 93 30.6 
1984-85 30 98 30.0 
1985-86 30 100 29.7 
1986-87 30 101 29.1 
1987-88 31 103 30.0 
1988-89 31 103 29.8 
1989-90 31 104 30.0 
Sources: 1. Indian Sugar, New Delhi, July 1988. 
2. Indian Sugar, New Delhi September 1990, 
pp.468-469. 
3. Reports of U.P. State Cooperative Sugar 
Factories Ltd. Lucknow. 
4. The Economic Times, New Delhi, JUly 6, 1991 
p.8. 
5. Reports & Accounts of U.P. Sugar Corporation 
for 1971-72 to 1988-89. 
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sick Units in the private sector have been taken over 
by the Corporation with the aim of their rehabilitation 
and modernisation. This has resulted in the expansion 
of the size and scope of the two sectors in the State. 
The number of Cooperative Sugar Factories increased to 
26 in 1985-86 as compared to only 2 in 1960-61. 
Similarly, the number of sugar mills under the 
Corporation increased from 6 in 1970-71 to 31 in 
1989-90. Thus, the number of sugar factories in these 
two sectors alone constitute more than 60 per cent of 
the total sugar factories in the State. 
ROLE OF UTTAR PRADESH STATE SUGAR CORPORATION: 
The Uttar Pradesh State Sugar Corporation was 
established on March 26, 1971 as a Government Company 
under Section 617 of the Companies Act 1956. Initially 
the State Government acquired 12 mills on July 3, 1971 
under Uttar Pradesh Sugar Undertaking Acquisition Act, 
1971 and merged into Uttar Pardesh Sugar Corporation in 
the same year. 
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Following 12 mills were acquired: 
1. Barabanki 7. Burhawall 
2. Sakhoti Tanda 8. Ramkola 
3. Khadda 9. Rampur 
4. Bhatni 10. Amroha 
5. Mohiuddinpur 11. Bijnor 
6. Jarwal Road 12. Laxmiganj. 
Of these, the first five came under direct 
control of the Corporation immediately after the 
promulgation of Uttar Pradesh Sugar Undertaking 
Acquisition Act. Subsequently the remaining 7 mills 
were acquired in May 1979 following the abrogation of 
writ petetion filed by the earstwhile proprietors of 
those mills. The writ petetion was dismissed on May 3, 
1979 by the Hon'ble High Court of Judicature Allahabad. 
The Pipraich Unit of Gorakhpur was purchased by the 
Corporation in a public auction on June 19, 1974 and 
possession takenover on November 2, 1974 after the 
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auction deed was confirmed by the Commissioner of 
Gorakhpur Division.^ 
Most of the sugar mills whose possession was 
takenover by the Government as far back as in 1930 and 
subsequently by the corporation,are still retaining the 
same equipment and thus lag much behind in their 
technical efficiency leading to unsatisfactory 
perofrmance. The crushing capacity of these mills 
remained between 400 and 1000 TOD per day. Hence, new 
and modern equipments need to be infused as, due to 
nonprofitable functioning, many of them are faced with 
closure. With a view to protect the interest of cane 
growers, consumers, labourers and the economy of the 
nation, the State Government further acquired 12 more 
mills in 1984 vide Uttar Pradesh State Sugar 
Undertaking (Acquisition) Amendment Ordinance 1984. 
And, with the acquisition of these mills, the 
1. Annual Report of the Uttar Pradesh State Sugar 
Corporation, Lucknow, 1987-88, pp.1-2. 
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Corporation emerged as the largest sugar industry group 
in the State with 31 Sugar mills. ^  The merger of the 
following 12 mills was affected on October 28, 1984 
through a notification issued on October 27, 1984 
notifying 28th October 1984 as the 'appointed day' and 
thus, these mills stood transferred to and vested in 
the Uttar Pradesh State Sugar Corporation: 
1. Shri Janki Sugar Mills Ltd. Doiwala, Dehradun 
2. Lord Krishna Sugar Mills, Saharanpur 
3. Amritsar Sugar Mills, Rohanakalan, 
Muzaffarnagar. 
4. Jaswant Sugar Mills Ltd. Bagpat Road,Meerut. 
5. Panniji Sugar and General Mills, Panniji 
Nagar, Bulandshahr. 
6. H.R. Sugar Factory, Nekpur, Bareilly. 
, 7. Lakshmi Sugar & Oil Mills Ltd, Chhilanni 
Hardoi. 
8. Lakshmi Devi Sugar Mills Ltd, Chhilanni, 
Dekoria. 
9. Madho Mahesh Sugar Mill Pvt. Ltd. Munderwa, 
Basti. 
1, Annual Report and Accounts U.P. State Sugar 
Corporation, Lucknow, 30 September, 1984, p.17. 
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10. Punjab Sugar Wsorks Ltd. Ghughli, Gorakhpur. 
11. Mahavir Sugar Mills Pvt. Ltd. Slswa Bazar, 
Gorakhpur. 
12. Lakshmlji Sugar Mills, Maholi, Sitapur.^ 
Apart from those mentioned in the preceding 
paragraphs, the Corporation also established 6 more 
sugar mills which are being run and managed as 
subsidiary companies. These are as follows: 
1. Kichha Sugar Company Ltd. 
2. Chandpur Sugar Company Ltd. 
3. Chata Sugar Company Ltd. 
4. Nandganj Shiori Sugar Company Ltd. 
5. Nandganj Sugar Company Ltd. Rai Bareilly. 
6. Gautampur Sugar Company Ltd., Kanpur. 
Of these, the Kichha Sugar Mill was purchased at 
partially completed stage and was put into operation 
after being completed by the Corporation. The 
1. Ibid., pp.17-18. 
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remaining 5 sugar mills were established wholely as new 
undertakings. 
The Corporation has also taken up a plan for 
extensive expansion of the capacity of plants at Amroha 
and Bijnore. Large scale expansion of the plants at 
Doiwala, Saharanpur and Rampur is also on the cards. 
Rehabilitation of the Nandganj and Rai Bareilly 
factories is being carried out in full swing with the 
aim of increasing their viability. A fair idea about 
the present status of the sugar mills under the 
Corporation can be had from Table III-2. 
ESTABLISHED CRUSHING CAPACITIES AND PRODUCTION OF SUGAR 
MILLS UNDER THE UTTAR PRADESH STATE SUGAR CORPORATION: 
At the time of takeover, the condition of these 
mills was in a state of utter neglect and bad shape, as 
a result they were not sound either technically or 
financially; the crushing capacities of these mills 
were far below the expected level. When the Corporation 
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TABLE III.2 
AGE PROFILE OF THE SUGAR MILLS UNDER THE UTTAR PRADESH 
STATE SUGAR CORPORATION AND THE DATE OF THEIR TAKEOVER 
SI. 
No. 
Name of the Unit Year of 
Establish-
ment 
Year of 
merger 
with the 
caropra-
tion. 
Capacity 
at the 
time of 
merger 
Present 
Capacity 
1. Doiwala (Dehradun) 1933 1984 900 _ 
2. Rohaokalan (Muzzaffarnagar) 1933 1984 300 -
3. Saharanpur 1938 1984 1320 -
4. Moiuddinpur(Meerut) 1933 1971 1000 1500 
5. Sakhauti tonda (Meerut) 1933 1971 1000 1500 
6. Meerut 1944 1984 1219 -
7. Bulandshahr 1954 1984 1250 -
8. Bijnor 1934 1979 1100 2500 
9. Amroha (Muradabad) 1946 1979 1925 3000 
10. Rampur 1933 1979 2200 -
11. Bareilly 1932 1984 1016 -
12. Herdoi 1935 1984 1000 -
13. Mahauli (Sitapur) 1932 1984 1524 -
14. Barahbanki 1945 1971 1000 -
15. Budhwal (Barabanki) 1931 1979 800 -
16. Jarwal Road (Bahraich) 1933 1979 900 -
17. Munderwa (Basti) 1932 1984 711 -
18. Pipraich (Gorakhpur) 1932 1974 800 -
19. Laxmiganj (Deoria) 1932 1979 900 -
20. Ramkola (Deoria) 1932 1979 791 -
21. SiswanBazar (Gorakhpur) 1932 1984 900 -
22. Ghugali 1926 1984 902 -
23. Khadda (Deoria) 1933 1971 768 1250 
24. Chitauni (Deoria) 1934 1984 800 -
25. Bhatni (Deoria) 1921 1971 1016 -
SUBSIDIARY COMPANIES 
1. Kicha ( Nainital) 1974 - 2000 3000 
2. Chandpur (Bijnor) 1978 - 1250 2000 
3. Chata(Mathura) 1978 - 1250 -
4. Dariapur (Raibareli) 1979 - 1250 -
5. Nandganj (Ghazipur) 1978 - 1250 -
6. Ghatampur (Kanpur Dehat) 1980 1250 
Sources: Same as table III.l-A & B 
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was established in 1971, the 5 acquired mills had a 
crushing capacity of 4784 tonnes per day and the sugar 
production amounted to 0.247 lakh tonnes during 1970. 
However, by the season 1987-88, the total units of the 
corporation increased to 31 and their crushing capacity 
touched 40804 tonnes per day. The manifold increase in 
the crushing capacity and production since the 
inception of Corporation to the current season of 
1990-91 is depicted in Table-3. It is evident from the 
data presented in Table III-3 that by the year 1988-89, 
the crushing capacity had increased 10 fold and in 
1987-88 the sugar production rose 20 fold; however, due 
to low recovery, the prodution of sugar was only 4.25 
lakh tonnes during 1988-89. These figures, by all means 
of evalution, are remarkable taking into consideration 
the various constraists and set-backs faced by the 
Corporation. Notwothstanking the financial constraints 
the corporation undertook and carried through extensive 
mainteri ince, replacement and repair of machines on 
p r i o r i t y , which undoubtendly, led to commendable 
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TABALE 111. 3 
GROWTH OF SUGAR FACTORIES UNDER THE UTTAR PRADESH STATE SUGAR 
CORPORATION LTD. 1970-71 to 1989. 
SI. 
No. 
Sugar 
Season 
No of mills 
under the 
Corporation 
Crushing 
Capacity 
TCD 
Sugar production 
in the lac tonnes 
1. 1971-72 5 4784 0.24 
2 ^ 1979-80 18 21000 1.27 
3. 1986-87 30 39554 4.98 
4. 1987-88 31 40804 5.42 
5. 1988-89 31 52802 4.21 
Source: 1.Annual Reports of Uttar Pradesh State Sugar 
Corporation Ltd. Lucknow 1983 & 84. 
2. Financial Statement of the Uttar Pradesh 
Sugar Corporation Ltd 1985 to 1989 
(Unpublished). 
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improvement in the output and operational efficiency of 
these mills. As such during recent years, the 
performance of Barabanki, Bijnore, Burhawal , Rainpur, 
Rai Bareilly, Doiwala, Saharanpur, Maholi & Chata has 
been reasonably satisfactory despite various 
bottlenecks faced by them. 
MODERNISATION, EXPANSION AND REHABILITATION SCHEMES: 
The work of modernisation, expansion and 
rehabilitation by the Corporation gained full momentum 
only after the solution of legal disputes and removal 
of financial constraints. It is now proposed to 
undertake the rehabilitation of Nandganj and Daryapur 
Units as these have become virtually sick probably 
because of poor availability of sugar cane, though were 
established during the year 1978 and 1979 
respectively.^ The modernisation of Khadda, Chandpur, 
Tanda and Mohiuddinpur mills was completed in the 
season 1 9 8 4 - 8 5 . T h e crushing capacity of Kiccha Unit 
1. Ibid. , p.16. 
2. Commerce, Bombay Vol.153, July 5, 1986 p.25. 
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TABLE II1.4 
STATEMENT SHOWING THE MODERNISATION EXPANSION AND THE 
REHABILITATION OF MILLS UNDER THE CORPORATION. 
SI 
No. 
Name of the 
Mills 
Original 
capacity 
in TCD 
Expended 
Capacity 
in TCD 
Year of 
Completion 
1. 
2 . 
3. 
4. 
5. 
6. 
7 . 
Khadda 
Sakhauti Tar\^ 
Mohuddinpur 
Kicha 
Chandpur 
Bijnor 
Amroha 
768 
a 1000 
1000 
2000 
1250 
1100 
1925 
1250 
1500 
1500 
3000 
2000 
2500 
3000 
1983-84 
1983-84 
1983-84 
1983-84 
1984-85 
1986-87 
1987-88 
Source: (1) Annual Report and Accounts of Uttar Pradesh 
State Sugar Corporation 30, September 1983 
& 1984. 
(2)Reports of the Uttar Pradesh State Sugar 
Corporation Lucknow 1988. 
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was increased from 2000 to 3000 TCD. Although this Unit 
has started crushing at its expanded capacity yet its 
performance is not upto the expected level because of 
Inadequate supply of sugar cane. However, as is 
evident from Table III-4 the Units at Chandpur, Bijnore 
and Amroha are working satisfactorily as their crushing 
capacities increased from 1250 to 2000, from 1100 to 
2500 and from 1225 to 3000 tonnes respectively. 
Table III-5 shows the schemes that are under 
completion as per the approval of the Corporation. The 
State Government has agreed to provide an outlay of 
Rs.llO crores for the expansion and modernisation of 
various mills under the Corporation. The work has 
already started to increase the crushing capacity of 
Siswan Bazar and Daurala mills . 
Table III-5 clearly shows that some other mills are 
also planned to have their crushing capacity increased 
to 2500 TCDj thes3 are siswa Bazar, Doiwala, Jarwal 
Road, Pipraich, Laxmiganj and Bhatni. 
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TABLE II1.4 
STATEMENT SHOWING THE EXPANSION SCHEMES UNDER 
COMPLETION OR HAVE BEEN APPROVED BY THE CORPORATION. 
THE 
SI . 
No. 
Name of the Mills Present 
Capacity 
in TCD 
Proposed 
capacity 
in TCD 
1. Siswa Bazar (Gorakhpur) 900 2500 
2. Doiwala (Dehradun) 900 2500 
3. Jarwal Road (Bahraich) 900 2500 
4. Pipraich (Gorakhpur) 800 2500 
5. Laxmi Ganj (Deoria) 900 2500 
6. Bhatni (Deoria) 900 2500 
7. Munderwa (Basti) 711 2000 
8. Saharanpur(Saharanpur) 1320 3000 
Source: 1. Annual Report and Accounts of Uttar Pradesh 
State Sugar Mills Corporation 30 September 
1979 & 1983. 
2. Reports of Uttar Pradesh State Corporation 
Lucknow, 1987-88. 
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Further, the expansion of the Kichha Unit up to a 
capacity of 4000 TCD is also on cards. 
The trend of the total quantity of cane crushed 
and the production of sugar since 1971-72 to 1989-90 
are shown in Table III-6. The production of sugar, 
under the Corporation was 4.42 lakh quintals in 1972-73 
as compared to 2.47 lakh quintals in 1971-72; thus 
indicating a rise of 56 per cent. However, the 
production declined to 3.70 lakh quintals during 
1973-74 but pickedup to 7.25 lakh quintals in 1977-78. 
Incidentally, due to poor cane supply, the production 
again went down to 4.84 lakh quintals in 1978-79. It 
again rose to 17.61 lakh quintals in 1981-82 but, due 
to poor rainfall and the consequent shrinkage of the 
area under cultivation, reduced to 12.24 lakh quintals 
in 1983-84. 
The completion of modernisation and e x p a n s i o n 
scheme of various mills by the Corporation in 1984 led 
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TABALE III.6 
STATEMENT SHOWING A COMPARATIVE DESCRIPTION OF THE 
CORPORATION WITH RESPECT TO CANE CRUSHED AND TOTAL 
PRODUCTION OF SUGAR. 
Sugar 
Season 
Cane crushed 
in Lacs qtls 
Sugar produced 
(in lacs qtlg 
% Variation 
Cane Sugar 
crushed Produced 
1971-72 26.15 2.47 - -
1972-73 46.01 4.42 +76.0 +78.9 
1973-74 42.92 3.70 -6.7 -16.3 
1974-75 52.57 4.99 +22.5 +34.9 
1975-76 44.34 4.23 -15.7 -15.2 
1976-77 57.61 5.38 +29.9 +17.2 
1977-78 78.71 7.25 +36.6 +94.8 
1978-79 54.66 4.84 -30.6 -33.2 
1979-80 89.62 8.22 +64.0 +69.8 
1980-81 123.52 11.20 +37.8 +36.3 
1981-82 199.79 17.61 +61.7 +57.2 
1982-83 177.18 16.12 -11.3 -8.5 
1983-84 147.92 12.94 -16.5 -19.7 
1984-85 245.95 22.23 +66.3 +71.8 
1985- 86 278.24 25.49 +13.1 +14.7 
1986-87 546.73 36.91 +96.5 +44.8 
1987-88 645.23 40.23 -46.3 +35.7 
1988-89 546.21" 32.21" -15.3 -19.9 
iq«q_qn N.A. N.A. N.A. -
Provisional 
Source: (1) Annual Reports and Accounts of the Uttar Pradesh State 
Sugar Corporation Ltd. 1972 to 1989. 
(2) From Unpublished records of the Corporation. 
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to an increase in the production of sugar to 22.23 lakh 
quintals in 1984-85 which further rose to 25.41 and 
40.23 lakh quintals in 1985-86 and 1987-88 
respectively. This was achieved because of adequate 
cane supply and increased crushing capacities of the 
mills due to their modernisation and expansion under 
the Corporation which has a target of increasing the 
efficiency of mills to the optimum level of 2500 tonnes 
cane crushed per day (TCD). 
The subsidiary sugar mills under the Corporation 
have also shown remarkable improvement with respect to 
production of sugar and the quanta of cane crushed as 
is evident from table III-7. The production has gone 
up by about 21% from 1973-74 to 1976-77. It reached a 
level of 9.42 lakh quintals in 1981-82 as against 5.65 
lakh quintals in 1980-81. However, it did have a 
fluctuating trend in, that, it was 14.01 lakh quaintals 
in 1987-88 but in 1988-89 it came down to 9.89 lakh 
quintals. Nonetheless, there still exists a scope for 
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TABLE II1.4 
STATEMENT SHOIJING THE PRODUCTION AND CANE CRUSHED BY THE 
SUBSIDIARIES MILLS OF CORPORATION. 
Sugar 
Season 
Cane Crushed in 
(lacs qtls) 
Sugar produced 
in (lacs qtls) 
7c, Veriation 
Cane 
crushed 
Sugar 
Produced 
1973-74 7.02 0.59 -
1974-75 27.16 2.53 +286.89 +328.81 
1975-76 21.64 2.22 -20.32 -12.25 
1976-77 27.11 2.80 +25.28 +26.13 
1977-78 59.57 5.56 +119.73 +98.57 
1978-79 64.31 6.15 +7.96 +9.59 
1979-80 40.93 9.10 -36.36 -33.33 
1980-81 57.70 5.65 +40.97 +37.80 
1981-82 104.72 9.42 +81.49 +66.73 
1982-83 94.33 8.93 -9.92 -5.20 
1983-84 81.33 6.68 -13.78 -25.20 
1984-85 65.51 6.08 -19.15 -8.98 
1985-86 73.29 3.26 +11.88 -46.38 
1986-87 128.62 12.11 +75.5 +271.47 
1987-88 142.55" 14.01 - -
1988-89 119.23" 9.89 
1989-90 N.A. N.A. 
"Provisional 
Source: (1) Annual Report & Accounts of Uttar Pradesh State Sugar 
Corporation (1970-71 to Sept 30, 1984). 
(2) Report of the Uttar Pradesh State Corporation, Lucknow 
1987 to 1989. 
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further improvement in the technical standards for 
attaining the optimum capacity. As a result of 
modernisation of the subsidiary Units, the quantity of 
sugar cane crushed by these Units has reached the 
record level of 142.55 lakh quintals in 1987-88 and, 
indeed, this trend has been maintained in the 
subsequent years bringing about an overall improvement 
in the economy and functioning of the Corporation. 
COOPERATIVE SECTOR: 
Eventhough, in general, the cooperatives have 
played a significant role in overall development of 
industries in Uttar Pradesh, their importance in the 
sugar industry was felt quite late. It was in the year 
1959 when the first Cooperative factory was installed 
in Bajpur, Nainital. The success of this factory was 
highly encouraging which led to the establishment of 5 
more factories under the cooperative sector in 1972 
and, since then, the progress of cooperative sugar 
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TABLE II1.4 
GROWTH OF COOPERATIVE SECTOR IN UTTAR PRADESH SUGAR 
INDUSTRY. 
Sugar 
Season 
No. of 
Sugar 
Factories 
in CxxDp-
erative 
Sugar Pro-
duced by 
Cooper-
tives 
Total 
Factory 
in U.P. 
Total 
Sugar 
Produced 
by U.P. 
1 of Col 
2 to 4 
7o of Col 
3 to 5 
. 1960-61 2 .16 67 14.27 2.98 1.12 
1974-75 5 0.40 74 14.30 6.75 2.79 
1979-80 16 1.30 88 9.73 18.18 10.41 
1984-85 26 3.00 98 16.50 26.53 18.18 
1989-90 34 7.50 104 30.00 32.69 25.00 
Source: (1) Indian Sugar New Delhi September 1990. 
(2) Indian Sugar New Delhi May 1988 Vol. VXXi 
(3) Report of Uttar Pradesh Sugar Cooperative Sugar Factories 
Faderation Lucknow 1986-87 & 1988-89. 
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industries has been phenomenal in the State. 
The installed capacity of the mills under the 
Cooperative sector has increased from 20100 to 45050 
tonnes in 1987-88 and further to 50000 metric tonnes in 
1989-90. Undoubtedly, such an achievement has been 
possible due to the preferential treatment given by the 
State Government in granting licenses for additional 
capacity to the factories in Cooperative Sector. This 
led to an increase in the production of sugar in this 
Sector from 1.30 lakh tonnes in 1979-80 to 7.50 lakh 
tonnes in 1989-90. Recently, the Government has started 
rewarding those sugar factories which produce more than 
their installed capacity. As a result, the sugar 
industry under the Cooperative Sector has grown in 
size, targetted achievement and the number. It is 
evident from Table III-8 that out of factories in the 
State there were only 2 in the Cooperative sector in 
1960-61 which rose to 5 out of 74 in 1974-75 and 
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further to 16 out of 88 in 1979-80. At present, there 
are nearly 30 sugar factories in the Cooperative Sector 
and licenses for 3 more have been granted. The 
production of sugar has also been increasing rapidly, 
in that, it increased from 1.30 lakh tonnes in 1979-80 
to 7.50 lakh tonnes in 1989-90 indicating a 7 fold 
increase under this Sector. It is, therefore, clear 
that the growth of sugar industry in Cooperative Sector 
has been much higher as compared to Uttar Pradesh State 
Sugar Corporation or the Private Sector. 
TRENDS OF SUGAR CANE PRODUCTION: 
Sugar cane is generally planted in Uttar Pradesh 
in the months of February and March and is harvested 
during the morths from November to April. The State of 
Uttar Pradesh constitutes nearly 50 percent of the area 
under sugar cane cultivation in India. The production 
of sugar cane during the year 1988-89 was highest in 
Uttar pradesh 989.4 million tonnes) followed by 
Maharashtra (25.5 million tonnes), Tamil Nadu (23.8 
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nillion tonnes), Karnataka (18.5 million tonnes) and 
Andhra Pradesh (11.6 million tonnes). These 5 States 
together contributed nearly 82 per cent of the total 
sugar cane production in the country.^ 
However, there has been fluctuations, as is 
evident from Table III-9, in both the area under 
cultivation and the production of sugar cane. In Uttar 
Pradesh, the area under sugar can cultivation was 7.98 
lakh hectares in 1953-54 which increased to 13.45 lakh 
hectares in 1969-70 but declined in 1971-72 followed by 
a marginal increase to 13.08 lakh hectares in 1972-73 
and showed a marked increase to 18.01 lakh hectares in 
1987-88. Like wise, the up and down trends in sugar 
production was also noticed. In 1969-70, it increased 
by 66 per cent from a level of 365.5 lakh tonnes in 
1952-53. Thereafter it had a declining trend till 
1980-81 followed again by an upward trend reaching 
852.49 lakh tonnes in 1986-87 and to an all time high 
1 . Indian Sugar July, 1988. 
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TABLE II1.4 
TREND IN AREA AND PRODUCTION OF CANE IN UTTAR PRADESH (1952-53 
to 1989-90). 
Year 
Area of Cane 
Lakh hectare 
Production o/: 
cane Lakh 
tonnes 
Percentage Variation over 
previous Years. 
Area of Cane Production of cane 
1 ? 3 4 
1952-53 10.70 365.50 -
1953-54 7.98 285.86 -25.4 -21.8 
1854-55 9.28 189.89 +16.3 +36.4 
1955-56 11.01 405.37 +18.6 +4.0 
1956 57 12.41 482.22 +12.7 +19.0 
1957-58 12.26 423.33 -1.2 -12.2 
1958-59 11.12 424.19 -9.3 +0.2 
1959-60 11.91 444.42 + 7.1 +4.8 
1960-61 13.29 545.19 +11.6 +22.7 
1961-62 13.63 545.16 +2.6 e 
1962-63 12.62 431.97 -7.4 -20.8 
1963-64 12.29 475.46 -2.6 +10.0 
1964-65 13.89 566.50 +13.0 +19.2 
1965 66 14.90 566.56 +7.3 0.00 
1966-67 11.90 393.70 -20.0 -30.5 
1967-68 9.97 379.08 -16.2 -3.7 
1968-69 12.05 505.44 +20.9 +33.3 
1969-70 13.45 606.79 +14.3 +20.1 
1970-71 13.45 546.72 -2.3 -9.9 
1971-72 12.74 493.54 -5.3 -9.2 
1972-73 13 08 567.27 +2.7 +14.9 
Cont'd. 
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1 2 3 4 5 
1973-74 14.73 607.73 + 12.6 '7.1 
1974-75 14.92 614.79 +1.3 +1.2 
1975-76 14.41 583.59 -3.4 +5.1 
1976-77 14.56 652.16 +1.3 +8.9 
1977-78 16.37 768.19 +12.4 +21.5 
1978-79 16.34 623.24 -0.2 -18.9 
1979-80 13.75 512.28 -15.9 -17.8 
1980- 81 13.63 642.03 -0.9 +25.3 
1981-82 16.60 764.40 +21.8 +19.1 
1982-83 17.83 813.87 + 7.4 -6.5 
1983-84 16.88 782.44 -5.3 -3.9 
1984-85 15.43 705.88 -8.6 +9.9 
1985-86 14.90 730.58 -3.4 +3.1 
1986-87 16.78 852.49 +13.3 +16.7 
1987 88 18.01 930.54 +2.0 +9.2 
1988-89 17.79 893.71 - -4.9 
1989-90 N.A 964.53 +9.7 
Source: (l) Indian Sugar, New Delhi, July 1988. 
(2) Data Bank 1989. 
(3) Cooperative Sugar Press News, June 8, 1989. 
(4) The Economic Times New Delhi. July 6, 1991,p.8 
(5) Indian Sugar, New Delhi, September, 1990, 
pp.468-469. 
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c 
.Q 
o > 
(b 
Area of cane 
Production of cane 
54 56 sa 60 62 64 66 60 70 72 % 76 78 80 82 84 86 86 90 
M?ars 
Fig. PERCENTAGE VARIATION IN AREA OF SUGARCANE CULTIVATION AND 
PRODUCTION OF CANE IN UTTAR PRADESH. 
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level of 930.54 lakh tonnes in 1987-88. These 
fluctuation are attributed to the shrinkage in the area 
under sugar cane cultivation caused by variations in 
price of sugar cane as compared to other agricultural 
food crops and natural vagaries such as drought, flood 
and incidence of pests and diseases. 
TRENDS OF SUGAR CANE CRUSHING: 
As is shown in Table III-IO, the total quantity 
of sugar cane crushed by the sugar mills in the State 
was 14182 (000) tonnes in 1970-71 which rose to 20544 
(000) and to 22785 (000) tonnes in 1977-78 and 1981-82 
respectively which was followed by a declining trend 
till 1985-86 but, in 1986-87, Uttar Pradesh achieved a 
distinction of being highest i.e. 27110(000) tonnes and 
in 1989-90 this figure again touched the record level 
of 33314(000) tonnes. This has been possible mainly 
because of Government support for the modernisation and 
rehabilitation of sick units and increasing the 
crushing capacity of existing plants to 1750 tonnes per 
day. 
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TABLE III- 10 
STATEMEm' EXHIBITING NO. OF FACTORIES AND CANE CRUSHED BY THEN IN U.P, 
Season 
October 
September 
No. of Factories 
in Uttar Pradesh 
Cane 
Crushed 
(000)tonnes 
INDEX NUMBER 
No. of 
Factories 
Cane 
Crushed 
1970-71 71 14182 100.0 100.0 
1971-72 73 88.15 102.8 62.6 
1972-73 73 14075 102.8 99.24 
1973-74 74 14421 104.2 101.69 
1974-75 74 15170 104.2 106.97 
1975-76 77 12196 108.5 86.0 
1976-77 79 15153 111.3 106.85 
1977-78 85 20544 119.7 144.85 
1978-79 88 15764 123.9 111.15 
1979-80 88 10203 123.9 71.94 
1980-81 90 12913 126.8 91.05 
1981-82 91 22785 128.2 160.66 
1982-83 91 21040 128.2 148.36 
1983-84 93 13514 131.0 95.29 
1984-85 88 15448 138.0 108.93 
1985-86 100 17212 140.8 121.37 
1986-87 101 27110 142.3 191.16 
1987-88 103 29965 145.1 211.29 
1988-89 103 24293 145.1 171.29 
1989-90 104 33314V.- 146.5 198.95 
'^'Provisional 
Source: Same as table III. y 
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120 TABUE III-11 
STATEMENT SHOWING PRODUCTION AND CONSUMPTION OF SUGAR IN UTTAR PRADESH 
Season Sugar 
Produc-
tion 
Consump-
tion 
Percentage variation over the 
previous season 
Consumption Production 
1970-71 12.93 5.23 -
1971-72 8.31 4.80 -8.2 -36.0 
1972-73 13.39 4.43 -7.7 +61.1 
1973-74 12.94 4.90 +10.6 -3.3 
1974-75 14.30 4.98 +1.6 +10.4 
1975-76 11.64 4.28 -14.1 -18.6 
1976-77 14.71 4.54 +6.1 +26.4 
1977-78 18.62 5.81 +28.0 -21.4 
1978-79 14.63 8.49 +46.1 -31.9 
1979-80 9.97 6.34 -20.6 +22.8 
1980-81 12.24 7.27 -5.6 +69.9 
1981-82 20.80 8.52 +14.3 -2.2 
1982-83 20.35 10.08 +17.2 -15.1 
1983-84 17.27 9.5 +18.3 -14.4 
1984-85 14.78 8.50 -9.2 + 11.6 
1985-86 16.50 10.62 -7.1 +55.0 
1986-87 25.57 12.08 +26.0 +4.2 
1987-88 26.65 14.85 +13.7 -13.7 
1988-89 23.01 - +16.3 -
1989-90 30.03 15.78 +12.3 +30.5 
Source: (1) Indian Sugar New Delhi July 1991 p.43. 
(2) Panjab National Bank Monthly review May, 1991. 
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TRENDS O F SUGAR PRODUCTION: 
Till sixties, Uttar Pradesh occupied the topmost 
place among the sugar producing States as by the end of 
1960-61, it had the distinction of producing 47 per 
cent of total production in India. Notably, even though 
the number of sugar factories remained constant. In 
1970-71 the production of sugar increased to 37.40 lakh 
tonnes for which Uttar Pradesh contributed 
significantly by producing 13 lakh tonnes. The 
production of sugar in the State further increased to 
20.80 lakh tonnes in 1981-82. Thereafter, it lost its 
share to Mahrashtra; during the year 1989-90, 
Maharashtra produced 38.26 lakh tonnes while Uttar 
Pradesh lagged behind by producing only 30.07 lakh 
tonnes. 
Table III-ll depicts the senario of sugar 
production in the state. With the start of planning 
period there has been a six-fold increase in the 
production of sugar in the State, in that it rose from 
6 lakh tonnes in 1950-51 to 20 lakh tonnes in 1981-82. 
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However, it declined to 17.27 lakh tonnes in 1983-84 and 
further to 14.78 lakh tonnes in 1984-85 but from 
1986-87, it regained its increasing trend. 
Incidentally, the consumption of sugar in the State has 
also been increasing rapidly; it reached . 14.05 lakh 
tonnes in 1988-89 against 12.08 lakh tonnes in 1986-87. 
For the current season, it is estimated to be around 18 
lakh tonnes. Nonetheless, Uttar Pradesh is producing 
more than its consumption requirements. 
STATE-WISE ANALYSIS: 
Notwithstanding the considerable decrease of the 
share of Uttar Pradesh in India's total sugar output, 
it still ranks upper most among the sugar growing 
States. This has been possible mainly because of 
availability of canal irrigation facilities in the 
Upper Gangetic plains. Moreover, the location of sugar 
factories in proximity of sugar cane fields also played 
an important role as the availability of raw material 
is the most crucial factor in sugar Industry. In early 
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fifties, Uttar Pradesh alone had more than half of the 
total sugar factories in India but, subsequently, there 
has been a shift towards Southern States because of the 
keen interest taken by the Governments of these States 
and due to the development and completion of various 
irrigation facilities/ projects like the Irwin Canal in 
Karnataka, Nizam su3ar in Andhra Pradesh and Caverie 
and Mettur projects in Tamil Nadu.^ Eventually, the 
share of Uttar Pradesh declined from 53.08 per cent in 
1950-51 to 25 per cent in 1990-91. On the other hand, 
Maharashtra's share rose from 11 per cent to 32 per 
cent in the corresponding years. The concentration of 
sugar factories and trends in production and 
consumption of sugar in major sugar producing States are 
illustrated in Table III-12. The total production of 
sugar in the country increased from 30.28 lakh tonnes 
in 1960-61 to 110 lakh tonnes in 1989-90 and further 
to 119 lakh tonnes in 1990-91. Remarkably, during the 
1. Mehta M.M. op. cit. p. 188. 
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TABLE III.12 'A' 
TRENDS IN STATEWISE FACTORIES, PRODUCTION AND CONSUMPTION 
OF SUGAR IN INDIA 
1 JTTAR PRADl JSH MAHARAS ^ TRA 1 
Sugar 
Season 
No. of 
Factories 
Product-
ion 
Consump-
tion 
No. of 
Units 
Produc-
tion 
Consu-
mptioi 
197071 71 12.99 4.43 41 10.55 N.A. 
1971-72 73 8.31 4.90 42 10.02 N.A. 
1972-73 73 13.39 4.43 47 16.74 5.72 
1973-74 74 12.95 4.40 45 9.54 5.71 
1974-75 74 14.30 4.98 32 15.15 5.81 
1975-76 77 11.64 4.28 55 16.06 6.11 
1976-77 79 14.71 4.54 61 15.59 5.96 
1977-78 85 18.62 5.81 66 20.95 7.03 
1978-79 88 14.63 8.49 69 21.05 14.67 
1979-80 88 9.97 6.74 70 13.94 8.97 
1980-81 91 12.24 6.36 77 20.85 7.50 
1981-82 91 20.80 7.27 78 30.26 8.48 
1982-83 91 20.35 8.52 78 30.25 9.75 
1983-84 93 14.78 10.08 78 19.93 11.88 
1984-85 98 16.50 9.15 87 23.11 11.38 
1985-86 100 16.50 8.50 88 23.88 11.05 
1986-87 103 25.57 10.62 91 23.88 12.52 
1987-88 103 26.65 12.08 90 27.95 14.82 
1988-89 103 23.01 N.A. 95 26.29 N.A. 
1989-90 104 N.A. N.A. N.A. N.A. N.A. 
Source:(1) Indian Sugar New Delhi July, 1988 Vol. XXXVIII p.306. 
(2) Indian Sugar March, 1983 
(3) Cooperative Press News June 8, 1989. 
(4) The Hindustan Times New Delhi July 15, 1984, p.12. 
(5) Indian Sugar New Delhi Annual Number, Sept. 1990. 
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TABLE III-12 'B' 
TRENDS IN STATEWISE FACTORIES, PRODQCTICm AND CONSJMPTION 
OF SUGAR IN INDIA. ' 
(in lakh tonnes) 1970-71 to 1989-90 
K A R N A T A K A T A M : [ L N / \ D U 
Sugar 
Season 
No. of 
Factories 
Produc-
tion 
consump-
tion 
No. of 
Factories 
Produc-
tion 
Consump-
tion 
1970-71 11 2.65 0.91 15 2.99 1.28 
1971-72 13 2.42 1.34 16 2.95 1.72 
1972-73 13 2.86 1.59 16 3.30 1.96 
1973-74 14 2.85 1.69 16 4.43 2.10 
1974-75 17 2.36 1.70 17 3.84 2.08 
1975-76 19 3.61 1.67 16 1.82 2.32 
1976-77 19 4.21 1.77 19 3.22 2.35 
1977-78 21 5.71 2.20 20 4,68 3.16 
1978-79 21 4.87 3.6 20 4.92 3.64 
1979-80 23 2.71 2 .76 20 3.67 3.68 
1980-81 23 3.71 2.38 21 4.30 3.42 
1981-82 23 6.48 2.82 21 7.56 3.40 
1982-83 23 6.78 3.15 21 6.51 4.24 
1983-84 24 3.83 3.18 23 4.24 5.01 
1984-85 24 4.41 3.54 23 6.00 4.64 
1985-86 22 5.09 3.54 24 6.11 4.31 
1986-87 24 6.11 4.16 25 8.14 6.02 
1987-88 25 7.45 4.44 25 7.85 6.33 
1988-89 7.1 7.02 N.A. 27 10.04 N.A. 
1989-90 N.A. N.A. N.A. N.A. N.A. N.A. 
Source: Same as table III-13 'A' 
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year 1970-71, there were only 41 sugar factories as 
against 96 in 1989-90 indicating an addition of 42 per 
cent. In the corresponding years, the sugar p r o d u c t i o n 
in Maharashtra was 7.49 and 39.23 lakh tonnes showing a 
five-fold increase and in Karnataka it was 2.03 and 
7.76 lakh tonnes. In Tamil Nadu, it i n c r e a s e d from 1.3 
lakh tonnes in 1980-81 to 8.14 lakh tonnes in 
1986-87. Altogether, the p r o d u c t i o n figures of last 15 
years indicate that the share of Uttar Pradesh in the 
total sugar p r o d u c t i o n of the country has d e c l i n e d 
considerably. At present, it is only 25 per cent. The 
main reason for this set-back is the d i v e r s i o n of sugar 
cane from sugar factories to 'Gur' and Khandsari' 
Units, low yield, shorter crushing d u r a t i o n and drop in 
sugar recovery. 
CONCLUSION: 
Uttar Pradesh has got the historical importance 
as a major sugar producing state in the country . It can be 
ascribed to the favourable climate and better 
irrigation facilities. However, over the past few 
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years, the importance of this State has diminished^ as 
some of the Southern States have picked up very fast in 
sugar production. Consequently, the contribution of 
Uttar Pradesh in the country>s total sugar production 
has declined considerably^ which obviously, has caused 
great concern to the State Government. As such, a 
survey of all the sugar mills has been conducted and it 
is found that most of the mills are sick and working 
b e l o w their expected level. Therefore, several mills 
have been taken over by the State Government which 
entrusted the task of bringing the acquired sugar mills 
to the level of optimum -production to Uttar Pradesh 
State Sugar Corporation. Hence, the Corporation has 
chalked out intensive schemes to rehabilitate and 
modernise these mills and to increase their efficiency 
to 2500 TCD. A1 though, such measures have resulted in 
some increase in production^ yet lot remains to be 
attained so that the fluctuating trends can be avoided.The 
fluctuations have been mainly attributed to the scanty 
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rain fall, shrinkage in area of sugar cane cultivation 
and incidence of pests and diseases of sugar cane. 
Further , even though the progress made by the 
Corporation is remarkable but the cost involved in 
achieving the progress has been much higher and there 
still exists enough scope for increasing the 
productivity and profitability of sugar mills. Thus, in 
order to achieve this and to reduce the cost of 
operation, an indepth study of the financial structure 
of the mills under the Corporation becomes essential. 
Therefore, an attempt has been made in the next Chapter 
to examine and analyse the financing pattern of the 
mills under the Corporation. 
CHAPTER IV 
FINANCIAL STRUCTURE OF THE UTTAR PRADESH 
STATE SUGAR CORPORATION. 
C H A P T E R IV 
FINANCIAL STRUCTURE OF THE UTTAR PRADESH STATE 
SUGAR CORPORATION. 
In the preceding chapter the growth and 
development of sugar industry in Uttar Pradesh has been 
dealt with. In the chapter, special emphasis has been 
laid on the organisational development and growth of The 
Uttar Pradesh Sugar Corporation. The present chapter 
embarks upon discussing the pattern of financing and the 
financial structure of the sugar Corporation. An attempt 
has also been made to discuss and analyse the financial 
structure of the UP state Sugar Corporation. The 
financial structure of the Corporation has been examined 
along a multitude of parameters viz, pattern of 
liabilities, pattern of assets, pattern of financing the 
investment of the Corporation by the financial 
institutions and commercial banks. Various liquidity and 
operational ratios have also been derived from the 
available balance sheets so as to measure the financial 
performance of the corporation. Furthermore^ with a view 
to assess the financial soundness of the corporation, 
cost structure and turnover of the corporation have also 
been examined. 
The Uttar Pradesh State Sugar Corporation came 
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into existence in the year 1971-72 with a paid up capital 
of Rs.270 lakh. The whole capital was paid to the equity 
of the State Government. However, from time to time 
funds have been raised to increase the paid up capital in 
order to meet the increasing financial requirements of 
the Corporation. This is evident from table IV-1 that 
the total capital was raised to Rs.735 lakh in the year 
1973-74 as against 300 lakh during 1972-73, thus 
registering a growth of more than 140 7c. In 1977-78 the 
paid up capital of the corporation was raised to Rs.l835 
lakh as against Rs.l690 lakh in the preceding year. 
During the season 1978-79 the share capital of the 
corporation was further increased to Rs.l910 lakh. There 
has been inclusion of seven more scheduled sugar mills in 
the corporation in the year 1979 with the result that the 
paid up capital increased to Rs.l998 lakh during the year 
1979-80. There had been a considerable increase in the 
capital during the next year i.e. 1980-81 when the figure 
stood at Rs.2420 lakh. The year 1981-82 again witnessed 
a remarkable increase in the share capital registering a 
figure of Rs.5329.44 lakh. This gradually rose to 
Rs. 6152.84 lakh in the year 1983-84 when twelve more 
mills had been taken over by the Corporation. There has 
been a considerable increase in the capital during next 
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TABLE IV-1 
STATEMENT SHOWING THE VOLUME/VARIATION OF SHARE CAPITAL 
OF THE CORPORATION FROM 1971-72 to 1987-89. 
Years 
Share capital 
Rs. (Lakh ) Share Capital \ tiJn^ 
1971-72 270.00 -
1972-73 300.00 11.11 
1973-74 735.00 145 
1974-75 955.00 29.93 
1975-76 1550.00 62.30 
1976-77 1690.00 9.03 
1977-78 1835.00 8.58 
1978-79 1910.00 4.09 
1979-80 1998.00 4.60 
1980-81 2420.00 21.12 
2981-82 5329.44 120.22 
1982-83 5767.44 8.22 
1983-84 6152.84 6.68 
1984-85 6731.84 9.4 
1985-86 8866.84 31.71 
1986-87 1C613 . 84 21.09 
1987-89" 24331.12 -
Source: Figures are for 18 months 
(1) Compiled and computed from the Financial 
Statements of the Uttar Pradesh Sugar Corporation 
from 1971-72 to 1987-89. 
(Published and Unpublished) 
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few years and the paid up capital stood at Rs.613.84 
lakh in the year 1987. However, during 1988-89 the paid 
up capital of the Corporation was Rs. 2433112000 divided 
into 24331120 equity shares of Rs.lOO each. 
RESERVES AND SURPLUS 
On review of figures pertaining to reserves and 
surplus and the liability of the corporation since the 
year 1975-76 it has been observed that the reserve and 
surplus in the year 1975-76 was Rs.36.88 lakh against a 
total liability of Rs. 2688.09 lakh. Thus the percentage of 
reserve and surplus to total liability was only 1.37%. 
There has been slow but steady increase in the Reserve 
and Surplus and also in the liability of the Corporation. 
However, the percentage share of reserve and surplus has 
been fluctuating,as is evident from table No. VI-2. 
During the season 1976-77 the percentage of 
reserve and surplus to total liability was 1.81% as 
against 1.37% in 1975-76, whereas in the year 1978-79 the 
percentage declined to 1.42%. The reserves and surplus 
increased to Rs.144.89 lakh in the year 1980-81 and the 
liability in that year was Rs.7654.25 lakh, in this year 
the percentage of reserve and surplus was all time high 
i.e.1.89%. After 1980-81 there has been gradual decrease 
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TABLE IV-2 
GROWTH OF RESERVE AND SURPLUS IN THE UTTAR PRADESH STATE 
SUGAR CORPORATION, FROM 1975-76 to 1987-89. 
Years Reserve and 
Surplus 
Liability 
(Total) 
Xage of reserve and 
surplus to total 
liability. 
1975-76 36.88 2688.09 1.37 
1976-77 63.84 3518.19 1.81 
19//-/8 /2.62 4390.39 1.65 
1978-79 85.35 6007.39 1.42 
1979-80 105.49 6144.08 1.72 
1980-81 144.89 7654.25 1.89 
1981-82 121.37 11359.43 1.07 
1982-83 114.00 14782.69 0.77 
1983-84 111.46 16153.49 0.69 
1984-85 111. 18 20241.88 0.55 
1985-86 119.20 27231.40 0.44 
1986-87 123.55 34316.27 0. 36 
1987-89' • 131.10 48451.78 0.27 
" Figures are for 18 months. 
Source: (1) Uttar Pradesh State Sugar Corporation 
report "Financial Performance of the 
Corporation at a Glance" 1982-83 p.II. 
(2) Financial Statements of the Corporation 
from 1985-86 to 1987-89. 
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in the reserve and surplus upto the year 1984-85, when 
the reserve and surplus was only 111.18 lakh. However, 
the total liability has been increasing during the same 
period and stood at Rs.20241.88 lakh in the year 1984-85. 
Thus the percentage of reserve and surplus to total 
liability was only 557o. There has been a very little 
improvement in the position of reserve and surplus in the 
following year i.e. 1985-86, when reserve and surplus 
increased to Rs.119.20 lakh but the liability in that 
year also increased to Rs.27231.40 lakh resulting into a 
reduced ratio of only 0.44%. In the year 1988-89 the 
reserve and surplus amounted to Rs.131.10 lakh as against 
a total liability of Rs.48451.78 lakh, ratio being only 
0.27%. Thus it becomes obvious from the study of table 
IV-2 that there has been more than three fold increase in 
the amount of reserve and surplus since 1975-76 to 
1988-89 but this increase has been associated with many 
fold increase in the total liability of the Corporation 
which stood at Rs.48451.78 lakh in the year 1988-89. 
Thus the percentage of reserve and surplus in the 
total liability has decreased during the study period 
1.e. 1975-76 to 1988-89, it was 0.27% in 1989 as against 
1.37% in the year 1975-76. 
139 
BORROWINGS 
Borrowing constitutes the major source of 
financing of the investment of the Corporation. On an 
average it constitutes approximately 45% of the total 
liability of the Corporation which is apparent from table 
IV-3. 
A review of the table reveals that the percentage 
of borrowing to total liability has been fluctuating but 
has been showing an over all increasing trend from 
1975-76 to 1988-89. During the year 1975-76 the 
percentage of borrowing to total liability stood at 
29.507o. It increased to 37.98% in 1976-77 and 38.88% in 
1977-78 respectively. The percentage of borrowings to 
the total liability declined slightly in the year 
1978-79, coming down to 37.05% However, the magnitude 
of borrowings increased from Rs.1707.01 lakh in the year 
1977-78 to Rs.2226.02 lakh in 1978-79. Thus the decline 
in the percentage can be attributed to a sharp rise in 
the total liability. The percentage of borrowings again 
increased gradually to 42.80% in 1980-81. There has been 
a sharp increase in the total liability of the 
Corporation in the year 1981-82 despite a remarkable 
increase of Rs.606.68 lakh in the borrowings as a result 
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TABLE II1.4 
GROWTH OF BORROWING AND THE TOTAL LIABILITY OF THE 
CORPORATION FROM 1975-76 to 1987-89. (RS.IN LAKH) 
Years Borrowings Total 
liability 
7oage of borrowing 
to total liability 
1975-76 792.92 2688.09 29.50 
1976-77 1336.62 3518.19 37.98 
1977-78 1707.10 4390.39 38.88 
1978-79 2226.02 6007.39 37.05 
1979-80 2461.13 6114.08 40.07 
1980-81 3258.11 7654.25 42.56 
1981-82 3804.85 11359.43 33.58 
1982-83 6564.47 14782.69 41.93 
1983-84 7362.91 16153.49 45.58 
1984-85 10472.14 20241.88 51.74 
1985-86 15027.15 27231.40 55.18 
1986-87 19845.67 34316.27 57.83 
1987-89 18270.41 48451.78 37.71 
Source: (1) Uttar Pradesh State Sugar Corporation 
Report "Financial Performance of the 
Corporation at a glance" 1982-83, p.II. 
(2) Financial Statements of the Corporation 
from 1985-86 to 1987-89. 
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the percentage of borrowing to the total Liability 
registers a sharp decline- During the year 1982-83 there 
has been an increase of more than 60% in borrowings 
resulting in the percentage increase of 41.937o This 
increase in the percentage of borrowings continued 
further, reaching an all time h i g h figure of 57.837, in 
1986-87. The table further shows a sharp decline in the 
percentage of borrowings when it came down to 37.717o in 
1988-89. 
WORKING CAPITAL 
Working capital is the capital required for 
financing the routine business operations e.g. purchase 
of raw materials, carrying out production and other 
direct expenses The working capital refers to the 
excess of current assets over current liabilities. The 
size of working capital is determined by the difference 
between current assets and current liabilities. 
According to the net working capital concept current 
assets must/current liabilities and then only there can 
be a working capital. If the current liabilities exceed 
the current assets, there will be negative working 
capital.^ The excess of current asets over current 
liabilities indicates the financial position of the 
1. Verma, B.L. Analysis of Financial Statements, Ashvani Publishers 
Jaipur India, 1988. 
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TAfiALE IV-4 
SIZE OF WORKING CAPITAL IN THE U.P. STATE SUGAR 
CORPORATION (from 1975-76 to 1987-89) RS. IN LAKH. 
Year Current Assets 
(Loans & Advances) 
Current Liabili-
ties(including 
Prn\ri nn) 
Working 
Capital 
1975-76 856.81 308.29 548.52 
1976-77 1004.12 427.73 576.39 
1977-78 1131.91 775.50 356.35 
1978-79 1828.62 1786.02 42.60 
1979-80 1733.35 1578.86 154.49 
1980-81 2293.99 1831.09 462.09 
1981-82 4032.69 2103.77 1928.92 
1982-83 • 5489.69 2703.00 2785.89 
1983-84 4682.69 2526.68 2156.01 
1984-85 6011.73 2926.72 3085.01 
1985-86 8085.90 3218.21 4867.69 
1986-87 11599.73 3733.91 7865.82 
1987-89 19641.86 5639.12 14002.74 
"Figures are for 18 Months. 
Source: Same as tableIV-1. 
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CorporaCion. It is a measure of liquidity and solvency of 
the Corporation and helps to assess the utilisation of 
the fixed assets. For the optimum utilisation of the 
current assets and for maintaining the liquidity of the 
Corporation, the working capital should not be more 
than the current liabilities nor should it be much less 
than the current liabilities. Therefore an optimum size 
of working capital has to be maintained for the efficient 
functioning of the Corporation. 
Table IV-4 denotes the size of the working capital 
of the Corporation from the year 1975-76 to 1988-89. It 
is evident from the table that the working capital of 
the Corporation shows a fluctuating trend during the 
period of study. The working capital in the year 1975-76 
was Rs,548.52 lakh. It increased to Rs.576.39 lakh in 
the year 1976-77. It came down to Rs.356.35 lakh in 
1977-78, further declining sharply to Rs.42 lakh in the 
year 1978-79. The fluctuation in the working capital 
has been on account of increase in the current 
liabilities in proportion to current assets. The year 
1979-80 registered a three fold increase in working 
capital as compared to the preceding year. In the year 
1980-81 the working capital stood at Rs.462.09 lakh 
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registering a three fold increase over the preceding year's 
figures. There was again more than four fold increase in 
the working capital in 1981-82. This increasing trend 
continued uptill 1982-83 and after that there was a sharp 
decline in the working capital of the Corporation. The 
year 1983-84 registered a working capital figure of 
Rs.2156.01 lakh as against Rs.2785.89 lakh in 1982-83. 
However, IL sLarLed increasing dgdin and this trend 
continued uptil 1988-89, when the working capital was 
Rs.14002.74 lakh as against 7865.80 lakh in 1086-87. 
Thus it is clear from the table that the working capital 
of the Corporation has a fluctuating trend during the 
period of study. Table IV-5 shows the variation in the 
capita] employed in the Corporation from 1975-76 to 
1988-89. Capital employed represents net fixed assets 
excluding the capital work in progress plus working 
capital. It is clear from the table that during the 
first four years i.e. 1975-76 to 1978-79 there has been 
fluctuation in the capital employed. From the year 
1979-80 onward there has been steady rise in the figure 
of the capital employed. Spring the year 1982-83. the 
capital employed was Rs.3455.44 lakh as against Rs.2693.32 
lakh during 1981.a2. In the year 1985-86 the capital 
employed was Rs.6452.51 lakh as against Rs.4769.64 lakh 
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TABLE II1.4 
STATEMENTS SHOWING T H E CAPITAL EMPLOYED IN THE U.P 
STATE SUGAR CORPORATION FROM 1975-76 to 1987-89 
(RS. IN LAKH) 
Year Net Fixed Assets Capital 
Employed 
1975-76 356.06 800.02 
1976-77 251.50 932.45 
1977-78 334.94 6912.29 
1978-79 614.62 657.20 
1979-80 601.37 775.86 
1980-81 666.66 1129.56 
1981-82 764.40 2693.32 
1982-83 668.75 3455.44 
1883-84 1691.16 3847.17 
1984-85 1684.63 4769.64 
1985-86 1584.82 6452.51 
1986-87 2551.03 10117.55 
1987-89" 2479.23" 16401.94 
" Figure are for 18 Months. 
Source: Same as table IV-1. 
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TABLE IV-5 'A' 
STATEMENT SHOWING NET WORTH OF THE CORPORATION 
(1975-76 to 1987-89) Rs. IN LAKH 
FROM 
Years Paid up 
Capital 
Reserve & 
Surplus 
Losses Net Worth 
1975-76 1550.00 36.88 832.82 753.86 
1976-77 1690.00 63.84 1192.70 560.98 
1977-78 1835.00 72.82 1759.48 148.22 
1978-79 1910.00 85.35 2380.11 -384.84 
1979-80 1998.00 105.49 2637.99 -534.54 
1980-81 2420.00 144.89 3246.21 -681.33 
1981-82 5329.44 121.37 4087.37 1363.44 
1982-83 5767.44 114.00 5406.76 474.68 
1983-84 6152.44 111.46 7860.30 -1596.40 
1984-85 6731.84 111.18 10093.47 -3250.45 
1985-86 8866.84 119.20 12442.85 -3456.81 
1986-87 10613.84 123.55 15695.73 -4958.34 
1987-89 24331.12 131.10 19543.38 +4918.84 
Source: Same as table IV-1 
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during 1984-85. The capital employed increased further 
to Rs.10116.85 lakh in the year 1986-87 increasing 
further to Rs.16481.97 lakh in the year 1988-89. 
Table IV-5 A exhibits the net worth of the 
Corporation from 1975-76 to 1988-89. There is a 
consistently decreasing trend w.r.t the Net worth. In 
most of the years the net worth of the corporation was totally 
eroded and dependent on borrowed funds increased 
tremendously as it is clear from the table. It was 
148.22 lakhs in 1978 as compared to 753.86 lakhs in the 
session of 1975-76. It further decreased down to -681.33 
lakhs in 1981. Thereafter the session of 1982 showed a 
marked improvement in the net worth. But this again 
started declining steadily and reached an alltime low of 
-4958.34 lakhs in 1987. The final net worth of the 
Corporation stood at 4918.84 at the end of 1989. 
CURRENT RATIO 
Current ratio denotes the relationship between the 
current assets and current liabilities. It is the ratio 
of current assets to current liabilities, itselves as the 
parameter of liquidity or solvancy of the Corporation. 
The current ratio indicates the degree of safety with 
which short term credit may be extended in the 
Corporation by current crediters, thus the current ratio 
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TABLE IV-6 
CURRENT RATIO OF THE UTTAR PRADESH STATE SUGAR 
CORPORATION FROM 1975-76 to 1987-89. (RS. IN LAKH) 
Years Current Assets 
(Rs. in Lakh) 
Current 
Liabilities 
(Rs.in Lakh) 
Current 
Ratio 
(times) 
1975-76 856.81 308.29 2.78 
1876-77 1004.10 427.73 2.35 
1977-78 1131.91 775.56 1.46 
1978-79 1128.62 1786.02 1.05 
1979-80 1733.45 1578.86 1.25 
1980-81 2293.99 1831.09 1.92 
1981 -82 4032.69 2103.77 2.03 
1982-83 5489 69 2703.00 1.85 
1983-84 4682 69 2526 68 2.05 
1984-85 6011.75 2926 72 2 51 
1985-86 8085-90 3218.21 3 10 
1986-87 11599.75 3733.21 3 48 
1987-89 19641.86 5719.15 2.07 
Average 5263.47 2273.77 2.07 
-'•Figures are for 18 Months. 
Source: Same as table IV-1 & IV 2. 
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is the true measure of Corporation liquidity. The most 
accepted norms of current ratio is 2:1. i.e. very 
current liability of Rs.l should be backed by current of 
Rs.2.^ Table IV-6 shows the amount of current assets and 
current liabilities and current ratio of the UP State 
Sugar Corporation from 1875-76 to 1987-89. The taba!-. 
indicates that the total current essets increased from 
Rs.856.81 lakh in the year 1975-76 to Rs. 19641-8^1 akh in 
the year 1987-89 while the current liabilities increased 
from Rs. 308.29 lakh to Rs.2273.77 lakh during the same 
period. Thus it is clear from the above table that both 
the factors exhibit an i n c r e a s i n g trend throughout the 
period of study. However the ratio of current assets to 
current liabilities indicates a decreasing trend during 
the period 1975-76 to 1978-79. In the year 1975-76 the 
ratio of current assets to current liabilities was 2.78: 
1 and it declined to 1.05:1 during the year 1978-79. 
However, it increased to 1.25:1 in the year 1979-80 and 
further increased gradually to 2.03 in the year 1981-82 
Thus the ratio of current assets to current liabilities 
of UP State Sugar Corporation shows an increasing trend 
during the period 1979-80 to 1982-83. This again shows a 
slight decline to 1.85:1 in 1982-83. However, it again 
1. Banerji, B. Financial Policy and Management 
Accounting, the W o r l d Press Private Ltd., Calcutta 
1990, p.324. 
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Liquidity in U - P - S S G from 1979-80to198 
79-80 80818V82 82-83 83-84 84-85 s s i w i ^ ^ e s 88^9 
Years 
F i g . PATTERN OF VARIATION IN CURRENT RATIO AND QUICX RATIO 
W.E.F. 1976-77 to 1988-89. 
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increased to 2.50 during the year 1983-84 and further 
rose to 3.10 in 1985-86 as against 2.51 in 1984-85. The 
ratio of current assets to current liabilities in the 
year 1988-89 stood at 3.48:1. 
QUICK RATIO: The quick ratio is the measure of the 
Corporation's ability to pay off its short term 
obligations from its imost liquid assets. For the 
computation of quick ratio inventary is not included in 
current assets, as it is considered far less liquid than 
other current assets like cash, marketable securities, 
recievables in relation to current obligations. Quick 
ratio is the ratio of quick assets to current 
liabilities. The most accepted norm for the quick ratio, 
usually considered as adequate is 1:1. However, while 
using quick ratio as a measure of immediate ability to 
pay off UP State Sugar Corporation's short term 
obligations, liquidity of recievables must be kept in 
mind for recievables which are not collectable or not 
adequate to support the liquidity of the corporation. 
Therefore factors such as the size, age and location of 
the accounts recievable should be analysed critically 
before reching any final decision.^ Table IV-7 shows the 
1. Srivastava, R.M., op.cit., p.69. 
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TABLE II1.4 
STATEMENT SHOWING THE QUICK RATIO OF THE CORPORATION 
FROM 1979-80 to 1987-89 (RS. IN LAKH) 
Years Current 
Assets 
Inventories Current 
Liabilities 
Quick 
Ratio 
1879-80 1733. 35 677.93 1578.86 0.67 
1980-81 2293.99 1109.41 1831.09 0.65 
1981-82 4032.69 2751.57 2103.77 0.61 
1982-83 5489.69 3489.30 2703.50 0.74 
1983-84 4682.69 2685.18 2526.68 0.79 
1984-85 6011.75 2865.14 2926.72 1.08 
1985-86 8085.90 4383.14 3218.21 1.15 
1986-87 11599.75 6765.05 3733.21 1.45 
1987-89 19641.86 12208.15 5719.15 1.32 
Average 7061.07 4037.21 2915.63 0.94 
Source: Same as table IV-1 and IV-2. 
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amount of current assets, and inventories; it also gives 
the position of quick ratio of the UP State Sugar 
Corporation during the period 1980 to 1989. The value of 
inventary was Rs.677.93 lakh in the year 1979-80 which 
increased to Rs.3489-30 lakh in the year 1982-83. 
However it edged down to 2685.18 lakh in the year 
198 3.84, and kept on increasing uptill 1988-89 when the 
value of inventary was Rs.12208.15 lakh. The table also 
reveals the position of the quick ratio of the UP State 
Sugar Corporation. The average quick ratio, during the 
period i.e. 1979-80 to 1988-89 remained 0.94:1, which is 
very close to the standard value i.e. 1:1. However the 
trend of quick ratio shows a decreasing trend during the 
earlier part of the study. The ratio declined from 0.67:1 
in 1979-80 to 0.61:1 in 1981-82. Thereafter it rose to 
0.74:1 in 1982-83, further increasing to 0.79:1 in 
1983-84, which further rose to 1.15:1 in the year 1985-86 
During 1986-87 it again rose to 1.45:1, thus the ratio 
shows an increasing trend during 1982-83 to 1986-87, 
however it declined marginally to 1.32:1 during the year 
1988-89. Thus it is clear from the analysis of table 
IV-7 that during the first five years of the study i.e. 
1980 to 1984 the quick ratio was lower than the standard 
value of 1:1 thus indicating weaker liquidity position 
154 
of the Corporation during the first five years of the 
study. During the next five years i.e.1984-85 to 
1988-89 the liquidity position of Uttar Pradesh State 
Sugar Corporation was quite strong as the quick ratio has 
been higher than the standard value, throughout the 
period. 
PATTERN OF LIABILITIES 
Table IV-8 shows the pattern of the liabilities of 
the Uttar Pradesh State Sugar Corporation and their 
variation from 1975-76 to 1988-89. A look at the table 
confirms that during the first three years of study, 
share capital and borrowings constituted the major 
portion of the liabilities. In 1975-76 share capital 
constituted 57 .667o followed by the borrowings, current 
liabilities including provisions and reserves and surplus 
with their respective contribution of 29.507=, 11.477c. and 
1.377.. During the year 1976-77 there has been an 
increase in the borrowing but the share capital still 
constituted 48.0^7, of total liabilities. In the year 
1977-78, the share capital continued to constitute the 
major component having the share of 41.807= of the total 
liabilities. However the share of capital in the total 
liabilities of the Corporation declined sharply from 
41.807o in 1977-78 to 31.717= in 1978-79 while the share of 
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borrowings increased marginally from 38.887o in 1977-78 to 
40.07% in 1979-80; the share of current liabilities 
including provisions increased from 17.66% in 1977-78 to 
29.73% in 1978-79, while share of reserve and surplus 
declined slightly from 1.65% to 1.42% during the same 
period. Thus it becomes clear from the table that 
borrowings constituted the major component of the total 
liabilities which continued to constitute nearly 42% pf 
the total liabilities during the year 1980-81 while the 
share of capital came down to 31.61% during the same 
period, followed by the current liabilities 23.69% and 
reserves and surplus 1.89% respectively. However, the 
year 1981-82 the contribution of the share capital 
increased upto 46.92% whereas that of borrowings declined 
to 33.50% of the total liabilities of the Uttar Pradesh 
State Sugar Corporation showed an increasing trend during 
1982-83 to 1986-87, w h e r e a s the share capital showed a 
declining trend during the same period i.e. 1982-83 to 
1986-87. During the year 1986-87 the contribution of 
share capital was 30.93% thus borrowing alone constituted 
more than 50% of the total liabilities of the Uttar 
Pradesh State Sugar Corporation. However, during the 
year 1988-89, the borrowings declined sharply co.Tiing 
down to 37.71% of the total liability whereas 
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contribution of share capital rose to 5 0 . 2 2 7 o , while the 
current liabilities including provisions constituted 
11.807o followed by reserve and surplus that contributed 
0 . 2 7 7 o . Thus it is clear from the table that the share 
capital and the borrowings together constituted nearly 
8 0 7 o of the total liabilities during the period of study. 
PATTERN OF ASSETS 
Table I V - 9 shows the pattern of assets of Uttar 
Pradesh State Sugar Corporation from 1 9 7 5 - 7 6 to 1 9 8 7 : - 8 9 . 
The assets of the Corporation consists of net fixed 
assets, current assets (loan and advances), capital work 
in progress and investments; the losses incurrent by the 
Corporation is also shown on the asset side. Current 
assets i.e. loan and advances, constitutes the most 
important component of assets and its share was 3 0 . 9 8 7 c , in 
the year 1 9 7 5 - 7 6 . This was followed by investments, the 
share of which was 2 3 . 7 5 7 o and the capital work inprogress 
and net fixed assets constituted 4 . 0 3 7 o and 9 . 3 6 7 o 
respectively. The pattern of assets during the period of 
study shows wide variations. The net fixed asset show a 
pattern of increase and decrease in almost every 
alternate year. The share of current assets (loan and 
advances) has registered an overall increase constituting 
3 3 . 8 0 7 o in 1 9 8 6 - 8 7 reaching 4 0 . 5 4 7 o of the total assets in 
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1988-89. The share of investment has also registered an 
overall decline during the period of study. It 
constituted 18.71% of the total assets during 1978-79 as 
against 25.60% in the year 1977-78, the share of capital 
work in progress has declined marginally from 4.03% in 
1975-76 to 3.48% in 1988-89. The share of net fixed 
assets to total assets has also decreased over the years, 
which constituted 5.12% of the total liabilities in 
1988-89 as against 9.36% in 1975-76. Thus it is evident 
from the table that current assets comprising mostly 
loans and advances constituted the most important 
component of the assets of the Uttar Pradesh State Sugar 
Corporation. 
PATTERN OF FINANCING 
Financing of the Uttar Pradesh State Sugar 
Corporation mainly consists of advance secured and 
insecured. Depending upon the repayment period, the 
loans are aggregated into long terms and short terms from 
the commercial banks and other financial institutions. 
Besides, the state government also supplements the 
finance either directly or through different funds 
constituted for the purpose. The short term loans are 
advanced mostly by commercial banks and the state 
government while the long term loans are advanced by the 
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different financial institutions like Industrial 
Development Bank of India, Industrial Financial 
Corporation of India. Industrial R e c o n s t r u c t i o n 
Corporation of India and commercial banks. The long term 
loans are invested in establishing the plant and 
machinery and for developing the basic infrastructure of 
the Corporation whereas short term loans are utilised 
for financing the working capital i.e. for meeting the 
operational expenses which is usually in the form of cash 
credit limits with the commercial banks. Table IV-10 
shows yearwise breakup of the secured loans short termed 
as well as long term from various commercial banks and 
financial institutions. It is evident from the table 
that the cash credit account with various commercial 
banks, generally constitutes the working capital of the 
Corporation. Among the commercial banks, Punjab National 
Bank played the leading role in financing the working 
capital and also the term loans of the Corporation. 
During 1979-80 PNB contributed nearly 51.96% of the total 
secured loans of the Uttar Pradesh State Sugar 
Corporation. The other banks in order of percentage 
contribution to the secured loans of the corporation are 
Central Bank of India, UP Cooperative Bank and Union Bank 
of India. During 1980-81 the total secured loans from 
the banks and financial institutions registered a more 
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than three fold increase w i t h PNB remaining the major 
financer. The other commercial banks that provided 
finance to the corporation were che Central Bank of 
India, UP Cooperative Bank, Union Bank of India. During 
1981-82 IFCI and IFCI came into the picture by providing 
Rs.125 lakh and 100 lakh respectively in the form of term 
loans. In the year 1982-83 IDBI also joined hands with 
other Banks and institutions by advancing term loans of 
Rs.339.00 lakh. During the year 1983-84 the percentage 
contribution of the commercial banks was in the following 
order PNB - 40.95%, Central Bank - 17.88%, Union Bank -
4.097o and UP Cooperative Bank - 10.48%. Among the term 
lending institutions IDBI contributed maximum i.e. 14.20% 
followed by IFCI-7.99% and IRCI - 4.28%. The total 
secured debts of the Corporation during the year 1983-84 
was Rs.3036.03% lakh as against Rs.3660.75 lakh during 
the preceding year. The total secured debts during 
1984-85 further declined to Rs.2788.10 lakh. However 
IDBI remained the main term lending institution to the 
corporation and PNB remained the main financer of the 
working capital during the season. The year 1985-86 
registered a sharp increase in the toal secured debts, 
which rose to Rs.4659.26 lakh, the contribution of PNB 
was to the tune of 1720.25 lakh. Allahabad and State 
Bank of India also contributed to the financing of the 
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Corporation by granting cash credit limit of Rs.385.03 
lakh and Rs.86.29 lakh respectively, the other partner in 
were 
credit supply/Central Bank, UP Cooperative Bank and Union 
Bank of India, During 1986-87, the contribution of PNB 
declined whereas that of State Bank of India, Cooperative 
Bank of India and other commercial Banks had increased 
the percentage share in the total financing of the 
Corporation, while there has been a decline in the term 
loans from all the financial institutions. The data 
available for the year 1988-89 establish that PNB 
remained the main financer of the Corporation, out of the 
total secured debt of Rs.10649.79 lakh, PNB alone 
contributed Rs.4600.39 lakh. Among the term lending 
institutions the IFCI has expanded its share, while the 
IDBI and IRCI reduced their stake. The IFCI provided 
Rs.1272.51 lakh as against Rs.658.53 lakh by IDBI and 
Rs.258.74 lakh by IRCI. Thus it is evident from the 
analysis of the above table the cash credit loan with 
various commercial banks constitute the sizeable portion 
of the secured loans, the reason being the financing of 
purchase of raw material i.e. sugar cane. 
UNSECURED LOANS 
Table IV-11 shows the break up of unsecured short 
terms loans and advances of the Uttar Pradesh State Sugar 
Corporation. It is evident from the table that Interim 
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1 6 7 
loans from the Government of Uttar Pradesh constituted 
the major portion of the unsecured short terms debts and 
the balance is provided by the UP Cooperative Bank, 
Commercial Banks and special funds created by the 
Government for the purpose. The amount payable to the 
State Government against the acquisition of scheduled 
undertakings has also been converted into unsecured 
loans. The interim loans from the Government of Uttar 
Pradesh constituted nearly 6 9 . 2 7 % of the total unsecured 
debts of the Corporation during the year 1 9 7 9 to 1 9 8 9 . 
whereas the percentage contribution of cooperatives stood 
at 0 . 3 0 percent. The share of commercial banks in the 
total short term debt of the Corporation was 4 . 1 0 7 c i 
whereas the contribution of UP special fund committee was 
0 . 0 3 7 o . The amont payable against the acquisition of 
schedule undertakings transferred and vested in the 
corporation by the State Government, constitute 1 1 . 7 0 % of 
the total unsecured debts. Balance of 1 4 . 3 3 7 o has been 
contributed by other. In the year 1 9 8 2 - 8 3 the interim 
loan from the government of UP was reduced to 3 7 . 8 6 7 o and 
that of commercial banks to 1 . 0 6 7 . the shsort term debts 
from others amounted approximately 4 9 . 5 6 7 . . However, 
during 1 9 8 3 - 8 4 the interim loans rose to 6 0 . 7 0 7 , whereas 
the loans from the commercial banks further declined to 
. 6 8 7 „ . During 1 9 8 6 - 8 7 the interim loans accounted for 7 5 7 o 
1 6 8 
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and the contribution of commercial banks came down to 
. 0 0 0 7 % the share of other creditors was nearly 1 8 . 9 4 7 c . 
During 1 9 8 8 - 8 9 the interim loans from the UP State 
Government came down to only 3 4 . 5 0 % . There has been on 
loans from commercial banks, the cooperative, bank 
accounted for .15?„ the amount payable to the Government 
of Uttar Pradesh on account of acquisition of scheduled 
undertakings was 9 . 9 2 7 o . Thus it becomes clear from the 
analysis of the table that unsecured loans are provided 
mostly by Government in order to sort out the financial 
crisis of the Corporation. 
WORKING CAPITAL TURN OVER RATIO 
Working capital turn over ratio denotes the 
relationship between sales and working capital. The 
increase in the working capital because large sales 
volume requires an adequate amount of working capital. 
If the working capital does not increase with the incr-
ease in the volume of sales then it denote a state of 
over trading. If the ratio is too h i g h it indicates less 
availability or non availability of working capital 
questioning the solvency of the Corporation. The table 
IV-12 shows the ratio of sales to working capital of the 
Uttar Pradesh State Sugar Corporation from 1976-77 to 
2988-89. In 1976-77 the ratio was 1.59. The working 
1 7 2 
TABLE I V - 1 2 
ANALYSIS OF WORKING CAPITAL TERNOVER RATIO OF THE U.P. STATE SUGAR 
CORPORATION. 
(RS, IN U K H ) 
Year Working Capital Sales Working Capital 
(ternover radio) 
1976-77 576.39 914.52 1.59 
1977-78 356.35 1117.65 3.14 
1978-79 32.60 1366.89 32.08 
1979-80 154.99 2862.16 18.53 
1980-81 462.90 4093.09 8.84 
1981-82 1928.92 4479.39 2.32 
1982-83 2785.89 4743.29 1.70 
1983-84 2156.01 5647.69 2.62 
1984-85 3085.01 10133.20 3.28 
1985-86 4867.69 10684.79 2.20 
1986-87 7865.80 15711.30 2.00 
1987-89" 14002.74 28882.98 2.07 
Figures are for 18 Months 
Source: (1) Compile and Computed From the Financial Statements of The U.P. 
State Sugar Corporation, Lucknow (from 1976-77 to 1987-89). 
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capital turn over ratio has been fluctuating throughout 
the years under study. During 1976-77 it was 1.59:1 
denoting fairly good amount of working capital. The 
ratio further increased to 3.14:1 during 1977-78 
indicating decline in working capital which stood at 
Rs.356.25 lakh as against Rs.576.39 lakh in 1976-77. The 
turnover ratio was abnormally high in 1978-79 when it was 
32.08 times indicating a poor working capital of the 
Corporation. In 1979-80 the sales was 18.52 times of the 
working capital, this came down to 8.84 in 1980-81. 
During the year 1981-82 it further came d o w n to 3.31:1 
showing an improvement in the position of working 
capital. During 1984-85 it rose to 3.28 times, which 
again came down to 2.20 during the year 1985-86. This 
remained more or less same upto 1987-89. 
DEBT EQUITY RATIO 
This ratio is very important in analysing the 
relationship between owned funds and borrowed funds of 
the financial structure of the Uttar Pradesh State Sugar 
Corporation. This ratio shows that how much of the Uttar 
Pradesh State Sugar Corporation's assets are financed by 
the debt and how much are financed by the owned funds. 
The ratio denotes the relative contributions of the 
owners and the creditors and the ratio is calculated by 
1 7 5 
dividing the debts by the networth of the Uttar Pradesh 
State Sugar Corporation. The most accepted norm of debt 
equity ratio is 1:1. If a firm has excessive debt it 
will experience defficulty in finding additional finance 
for the corporation and it will be able to borrow only at 
high rate of interest. On the other side if the ratio is 
verylow, it is an indication of failure of the 
Corporation to use cheap borrowed funds.^ 
A review of the table IV-13 shows that debt equity 
ratio was low during the initial period of the study i.e. 
1975-76 to 1977-78. This indicates that share of equity 
financing has been more during these years. In the year 
1978-79 the ratio was 1.12:1 that indicates the 
procurement of more debt by the Corporation during the 
year. During the year 1980-81 the ratio was 1.62:1 that 
is the debt where more than one and a half times of the 
equity which confirmed that in that year debt was more 
than equity. This ratio has not been satisfactory for 
the optimum functioning of the Corporation. However, 
during 1982-83 the debt financing has been reduced and 
the net worth has been increased resulting a ratio of 
1.12:1 which was some what satisfactory because it was 
1. Hompton, J.T., op.cit. p.108. 
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TABLE I V - 1 3 
ANALYSIS OF DEBT EQUITY RATIO OF THE U.P. STATE SUGAR 
CORPORATION FROM 1975-76 to 1987-89). (RS. IN LAKH) 
Years Share 
Capital 
Reserve 
& Surplus 
Debts Debt Equity 
ratio 
1975-76 1550.00 36.88 792.92 0.50 
1976-77 1690.00 63.84 1336.62 0.76 
1977-78 1835.00 72.80 1707.01 0.89 
1978-79 1910.00 85.35 2226.02 1.12 
1979-80 1998.00 105.49 3057.75 1.45 
1980-81 2420.00 144.89 4173.68 1.62 
1981-82 5329.44 121.37 4029.60 0.73 
1982-83 5767.44 114.00 6564.47 1.12 
1983-84 6152.44 111.46 8185.11 1.30 
1984-85 6731.84 111.18 10472.14 1.53 
1985-86 8866.84 118.20 15027.15 1.67 
1986-87 10613.84 123.55 19845.67 1.85 
1987-89" 24331.12 131.10 18270.41 0.75 
"Figures are for 18 Months. 
Source: Same as table IV-10 
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near to the generally accepted norm of 1:1. The debt of 
the Uttar Pradesh State Sugar Corporation kept on 
increasing and during 1983-84 the ratio had been 1.30:1, 
this further rose to 1.53:1 in the year 1984-85. During 
the year 1986-87 the ratio has been 1.85:1 as against the 
ratio of 1.67:1 during the preceeding years i.e. 1985-86. 
However, during 1988-89 the ratio has declined sharply 
coming down to 0.75:1. Thus the study of the table 
shows that barring few years the ratio has been higher 
than the standard norms of 1:1 through out the period of 
the study. 
The increase in debts has been perhaps on account 
of non payment of interest by the Corporation, as the 
Corporation could not generate any surplus. Mounting 
pressure of interest on the Corporation not only 
increases the debt burden but also reduces the fresh 
borrowings resulting in poor working capital . As a 
consequence the corporation might not have been in a 
position to pay to the cane growers for the cane supplied 
to it and the arrears'?, kept on mounting. On account of 
this the confidence of the growers were shaken and they 
diverted the supply of cane to other commercial product 
i.e. Cur and Khandsari. Table IV-14 exhibits the 
variation in the total capitalisation and total debt of 
1 7 8 
TABLE IV-13 
THE CONSOLIDATED AMOUNT OF TOTAL CAPITAL AND DEBTS ALONG 
WITH TVIE RATIO IN U.P. STATE SUGAR CORPORATION 1979-80 to 
1987-89. (RS. IN LAKH) 
Year Total 
Capitalisa-
tion 
Total Debts Ratio of Debts 
to Total Capita-
lisation 7o 
1979-80 5161.24 3057.75 59.24 
1980-81 6738.57 4173.68 61.93 
1981-82 9480.41 4029.60 42.50 
1982-83 12445.91 6564.47 52.74 
1983-84 14449.01 8185.11 56.64 
1984-85 17315.16 10472.14 60.04 
1985-86 24019.19 15027.15 62.57 
1986-87 30585.06 19845.67 64.89 
1987-89 47732.63" 18270.41" 42.75 
••Figures are for 18 Months. 
Scxirce: (1) Computed Amount from the Annual Reports and 
Accounts of U.P. State Sugar Corporation from 
1980 to 1989. 
1 7 9 
the Uttar Pradesh State Sugar Corporation from 1979-80 to 
1988-89. 
A study of total debts in relation to the total 
capitalisation is indicative of the relative importance 
of debts in the financial structure of the Corporation. 
The ratio of debts to total capitalisation is computed by 
dividing the debts by the total capitalisation. It is 
also expressed as the percentage of debts to total 
capitalisation. The table shows that the total capital 
of the Corporation has increased from Rs.5161.24 lakh in 
1979-80 to Rs.6738.57 lakh in 1980-81. The debts increa-
sed from 3057.75 lakh in 1978-79 to Rs.4173.68 lakh in 
1980-81. The ratio of debt to total capitalization has 
been 59.24 and 61.93 lakh respectively. The total 
capital during 1983-84 was Rs.14449.01 lakh as against 
12445.59 lakh during 1982-83. While the debts during the 
same year were Rs.8185.11 and Rs.6564.71^ lakh 
resspectively. There has been a steady increase in both 
the total funds and debts till 1986-87, when the total 
funds was Rs.30583.06 lakh and the debts 19845.67 lakh. 
The year 1988-89 registered a sharp increase in the total 
capitalisation of Corporation recording total amount of 
Rs.42732.63 lakh whereas the debts declined marginally to 
Rs.18270.41 lakh. The ratio of debt to total 
1 8 0 
capitalisation was 42.75% in 1988-89 against the ratio 
of 64.897o during the year 1986-87. Thus it is obvious 
from the table that the total funds of the Corporation 
has increased from Rs.5161.24 lakh to Rs.42732.63 lakh in 
1988-89. The total debts increased from Rs.3057.57 in 
1979-80 to Rs.18270.41 in 1988-89. It is also clear from 
the table that debts constituted a major source of the 
total capitalisation of the Corporation. 
Table IV-15 shows the figure of sales and that of 
other income from 1971-72 to 1988-89. Barring the year 
1976-77, there has been regular increase in the sales 
even though the absolute change in the sales varying 
from season to season. The pattern of other income shows 
a more fluctuating trend. The total sales during 1971-72 
was only Rs.392.21 lakh which went on increasing till the 
year 1975-76 when the sales figure stood at Rs.1041.77 
lakh as against Rs.973.54 lakh in 1974-75. The sales 
figure registered a decline in the year 1976-77 when the 
total sales were only Rs.9l4.52 lakh registering a 
decrease of Rs.127.25 lakh. Sales again picked up in 
1977-78 registering a total of Rs.1117.65 lakh. This 
further rose to Rs.1366.89 lakh during 1978-79. During 
the year 1980-81 sales increased significantly registering 
a total sales of Rs.4095.09 lakh as against Rs.2862.16 
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TABLE IV-15 
GROWTH O F SALES IN THE U.P. STATE SUGAR CORPORATION FROM 1971-72 
to 1988-89 (RS. IN LAKH). 
Sugar 
Season 
Sales Other 
Income 
Absolute 
change 
Sales 
1 
Change 
Sales 
Absolute 
Change 
Other 
Tnrnmia 
I 
Change other 
income 
1 2 3 4 5 6 7 
1971-72 392.21 16.56 - - - -
1972-73 712.37 58.93 +320.16 +81.63 +42.37 +255.86 
1973-74 735.83 14.77 +23.46 +3.29 -44.16 -74.94 
1974-75 973.54 26.67 +237.71 +32.31 +11.90 +80.57 
1975-76 1041.77 18.44 +68.23 +7.01 -8.23 -30.86 
1976-77 941.52 49.83 -127.25 -12.22 +31.39 +170.23 
1977-78 1117.65 46.68 +203.13 +22.21 -3.15 -6.32 
1978-79 1366.89 36.50 +249.24 +22.23 -10.18 -21.81 
1979-80 2862.16 51.03 +1495.27 +109.39 +14.53 +39.81 
1980-81 4095.09 74.17 +1232.93 +43.08 +23.14 +45.35 
1981-82 4479.39 320.84 +384.30 +9.38 +246.67 +332.57 
1982-83 4743.29 99.22 +263.90 +5.89 -221.62 -69.07 
1983-84 5647.69 203.52 +904.40 +19.07 +104.30 +105.12 
1984-85 10133.20 230.75 +4485.51 +79.42 +27.23 +13.38 
1985-86 10684.79 264.16 +551.59 +5.44 +33.41 +14.48 
1986-87 15711.30 281.65 +5026.51 +47.04 +17.49 +6.62 
1987-88 28882.98 460.65" +13171.68 +22.56 +179.00 ^63.55 
" Figure Annualised 
Scxirce: (1) Computed fxcm. Annual Reports and Account of U.P. Sugar 
Corporation from 1971-72 to 1983-84 
(2) Financial Statements of the Corporation (Unpublished) from 
1985-86 to 1988-89. 
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lakh in 1979-80. In the year 1981-82 and 1982-83 it rose 
to Rs.4479.39 lakh and Rs.4743.29 lakh respectively. It 
further rose to 10133.20 lakh in 1984-85 registering an 
absolute increase of Rs.4485.41 lakh over the previous 
years when the total sales was only Rs. 5647.69. The 
year 1986-87 registered a significant growth of 
Rs.5026.51 lakh registering a record sales of 15711.30 
lakh as against Rs.10684.79 lakh during 1985-86. The 
total sales further rose to Rs .28882.92 lakh in 1987-88 
(data annualised). The Table IV-16 shows the trend of 
total sales, Inventories and Receivables from 1980-81 to 
1988-89. 
During 1979-80 the inventories and receivables 
Rs.677.93 lakh and 3.93 lakh respectively, whereas the 
total sales was Rs.2862.17 lakh. During 1982-83 the 
value of inventory was Rs.3489.30 lakh and receivables 
Rs.48.11 lakh while the total sales was Rs.4743.29 lakh. 
In 1983-84 the inventories reduced significantly coming 
down to Rs.2683.18 lakh and receivables Rs.27.93 lakh the 
sales increased to Rs.5647.69 lakh. The season 1986-87 
witnessed a significant increase in all the three item 
viz., sales, inventories and receivables. The sales were 
Rs.15711.29 lakh, inventories Rs.6165.05 lakh and the 
receivables Rs.154.79 lakh. In 1988-89, the trend 
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TABALE IV-16 
STATEMENT SHOWING THE COMPUTATION OF TREND RATIO 
SALES/INVENTRIES AND RICEIVABLES FROM 1979-80 to 1987-89. 
(RS. IN LAKH). 
OF 
Year Sales Inventri-
es 
Receiva-
ble T B E N D R A T I O 
Sales Inventries Receivables 
1979-80 2862.17 677.93 3.93 100 100 100 
1980-81 4095.09 1109.41 5.57 143.08 163.65 141.73 
1981-82 4479.38 2751.57 21.19 156.50 405.88 539.19 
1982-83 4743.29 3489.30 48.11 165.72 514.70 1224.17 
1983-84 5647.69 2683.18 27.93 197.32 396.09 710.69 
1984-85 10133.20 2865.73 19.78 354.04 422.72 503.31 
1985-86 10684.79 4383.14 62.77 373.31 646.55 1597.20 
1986-87 15711.30 6165.05 154.79 548.93 909.39 3938.68 
1987-89 28882.98 12208.15 577.89 1009.13 1800.80 14704.58 
Source: Same as table IV-15. 
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continued and the sales ammounted to Rs.28882.98 lakh 
whereas the inventory and receivables ammounted to 
Rs.1228.15 lakh and Rs.577.89 lakh respectively. It, 
therefore, can be concluded that with the exception of 
1976-77 the sales always increased over that of the 
previous year. Table IV-17 shows a break-up of sales of 
sugar, Molasses ,& sugar mud from the year 1979 80 to 
1988-89. 
In the year 1 9 7 9 - 8 0 the sales of sugar was 
R s . 2 8 3 5 . 2 7 as against total sales of R s . 2 8 6 2 . 1 6 lakh. 
Thus the percentage of sales of sugar being 9 9 . 0 6 7 o of the 
total sales of the Uttar Pradesh State Sugar Corporation. 
This was followed by the sales of molasses which 
contributed Rs.24.19 lakh constituting 0.85% of the total 
sales. The contribution of other by-products i.e.bagasse 
and press mud was 0.009% and .80% respectively. The 
sales of sugar was Rs.1004.62 lakh in 1984-85 whereas the 
sales of molasses was Rs.74.8 lakh while sales of Bagasse 
and pressmud were Rs.2.29 lakh and 9.44 lakh respectively 
The year 1986-87 recorded a significant increase in the 
sales of sugar as well as in the other by-products. The 
total sales was Rs.15 593.63 lakh, of which the sales of 
sugar was 99.25% and that of molasses Bagasse and press 
mud was 0.25%, 0.75%, 0.07%, 0.02% respectively. 
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TABLE IV-18 'A* 
STATEMENT SHOWING THE RATIO OF SALES TO INVENTORY OF 
THE UTTAR PRADESH STATE SUGAR CORPORATION FROM 1978-79 
to 1987-89. (RS. IN LAKH) 
S. No. Sugar Season Ratio of Sales to 
inventory. 
1. 1978-79 1.23 
2. 1979-80 4.22 
3. 1980-81 3.69 
4. 1981-82 1.66 
5. 1982-83 1.36 
6. 1983-84 2.10 
7. 1984-85 3.50 
8. 1985-86 2.44 
9. 1986-87 2.54 
10. 1987-89^> 2.37 
" Figure is for 18 Months. 
Source: Same as table IV-15. 
1 8 7 
During 1988-89 the sales of sugar was Rs.28416.73 and 
that of molasses Rs.373.48 lakh. The other by-products 
i.e. bagasses and press mud contributed Rs.58.65 lakh and 
34.11 lakh respectively. In the total sales of 
Rs. 28882.98 lakh during the period of study the 
contribution of sugar and molasses was Rs. 28416.73 & 373.48 lakh 
respectively. The percentage sales of Bagasses and the 
press mud also increased considerably. 
Table IV-18 shows the ratio of sales to inventory. 
The inventory amounted to a sizeable portion of sales. 
On an average the value of inventory remained 
approximately 50% of the sales. However, the trend has 
been fluctuating throughout the period of study i.e. 
1978-79 to 1988-89. It has been the best in the year 
1978-79 and maximum in 1979-80. During the years 1981-82 
and 1982-83 the sales to inventory ratio has been 1.66 
and 1.36 respectively. However, the ratio increased to 
3.50 in 1984-85, while it came down to 2.37 in the year 
1988-89. 
Table IV-19 shows the turnover ratio of the 
Corporation from 1976-77 to 1988-89. Turnover means the 
number of times the Assets flows though the Corporation's 
operation and into sales. The ratio indicates the 
1 8 8 
TABLE I V - 1 3 
TURNOVER RATIO OF SALES TO ASSETS OF THE UTTAR PRADESH SUGAR 
CORPORATION FROM 1976-77 to 1987-89 
S.No. Y E A R S Turnover Ratio 
1. 1976-77 0.39 
2. 1977-78 0.42 
3. 1978-79 0.39 
4. 1979-80 0.82 
5. 1980-81 0.93 
6. 1981-82 0.62 
7. 1982-83 0.31 
8. 1983-84 0.68 
9. 1984-85 1.00 
10. 1985-86 0.72 
11. 1986-87 0.84 
12. 1987-89 1.00 
Source: Compiled and Computed from various Annual 
Reports of the Sugar Corporation i.e. from 
1977 to 1989. 
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effectiveness of different assets utilised in the 
business. In 1976-77 the turnover ratio was 0.39 which 
increased to 0.42 in 1977-78 indicating a better 
utilisation of assets over that of the last year. However, 
during 1978-79 the turnover ratio declined to 0.39 
indicating a poor utilisation of assets. It again picked 
up and rose to 0.93 in 1980-81 as against 0.82 in 
1979-80. In the year 1982-83 the ratio again declined to 
0.31. In 1984-85, the ratio was approximately 1.00 that 
indicated better utilisation of assets. In 1986 the 
ratio further declined to 0.72, which increased to about 
1:1 in 1988-89 as against .84:1 in 1986-87. 
DEBTORS TURN OVER TARIO 
Table IV-20 shows the sundry debtors and the 
percentage of debts to total sales. The ratio is known 
as debtors turn over ratio. The debtors consist of 
sundry debtors including book debts-'both considered good 
and doubtful. The table shows that the trend of sundry 
debtors has been fluctuating throughout the period of 
study. Likewise the percentage of debtors in sales 
varied from .1% to .2%. During 1979-80 the total sundry 
debtors amounted to Rs.4.27 lakh against the total sales 
of Rs.2862.17 lakh, thus the debtor of the Corporation 
constitute .17= of the total sales. During 1982.83 the 
debtors were unusually h i g h amounting to R s . 4 8 . 4 2 l a k h as 
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TABLE I V - 2 0 
THE TABLE BELOW INDICATES VOLUME OF BOOK DEBTS SALES SINCE 
1982 to 1989 AND PERCENTAGE OF DEBTORS TO SALES. 
As on SOth 
September 
Book Debts 
Considered 
Good 
Considered 
Doubtful 
Total Sales dur-
ing the 
year 
7oage of 
Debtors 
to Sales 
1979-80 3.94 0.33 4.27 2862.16 0.1 
1980-81 5.50 0.41 5.91 4095.09 0.1 
1981-82 21.07 0.46 21.53 4479.39 0.5 
1982-83 48.02 0.43 48.45 4743.29 1.0 
1983-84 27.84 0.43 28.27 5647.69 0.5 
1984-85 9.78 0.50 10.28 10133.20 0.1 
1985-86 62.76 0.48 63.24 10684.79 0.6 
1986-87 154.80 0.47 155.27 15711.30 1.0 
1987-89" 577.89 0.46 578.20 28882.98 2.0 
"Figures are for 18 Months. 
Source: Same as table IV-15 
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TABLE I V - 2 0 
THE TABLE BELOW INDICATES VOLUME OF BOOK DEBTS SALES SINCE 
1982 to 1989 AND PERCENTAGE OF DEBTORS TO SALES. 
As on 30tl: 
September 
Book Debts 
Considered 
Good 
Considered 
Doubtful 
Total Sales dur-
ing the 
year 
7oage of 
Debtors 
to Sales 
1979-80 3.94 0.33 4.27 2862.16 0.1 
1980-81 5.50 0.41 5.91 4095.09 0.1 
1981-82 21.07 0.46 21.53 4479.39 0.5 
1982-83 48.02 0.43 48.45 4743.29 1.0 
1983-84 27.84 0.43 28.27 5647.69 0.5 
1984-85 9.78 0.50 10.28 10133.20 0.1 
1985-86 62.76 0.48 63.24 10684.79 0.6 
1986-87 154.80 0.47 155.27 15711.30 1.0 
1987-89" 577.89 0.46 578.20 28882.98 2.0 
"Figures are for 18 Months. 
Scxirce: Same as table IV-15 
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compared to Rs.21.07 lakh during 1981-82^ during 1985-86 
debtors to Rs.63.24 lakh as against Rs. 10.28 lakh in 
1984-85. In the year 1986-87 debtors increased to 155.27 
accounting approximately 1% of total sales. However, 
during the year 1988-89 debtors were all time high 
amounting to Rs.578.20 lakh as against the total sales of 
Rs.28882.98 lakh i.e. debtors accounting for nearly 27„ of 
the total sales. Thus it is obvious from the table that 
the debtors constituted only a fraction of sales for most 
of the years under study. 
COST STURCTURE OF THE CORPORATION 
Cost occupies an important position in an 
industrial undertaking. They are the corner stone of a 
Business and if the corner stone is out of tune, the 
whole sturcture w o u l d fall to pieces under the stress 
of modern competition. Therefore, the cost analysis of 
the Corporation is of utmost importance.^ 
The various factors that constitute the cost of 
production of the Sugar Corporation a r e - c o s t of raw 
materials, payment ot employees, manufacturing and other 
expenses, interest, depreciation charges and 
miscellaneous expenses. It is obvious from the table 
that in all the years cost of raw material constituted 
1. Verma B.L., op. cit. p.232. 
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the major component of total cost of production. It 
accounted for on an average, more than 65% of the total 
cost of production. The cost of raw materials consumed 
was the least in 1979-80. It has been maximum in the 
year 1981-82 when it amounted to 71.02%. The percentage 
of cost of raw material consumed dropped to 51.23% in 
1984-85 which was quite unusual. However, it rose to 
59.08% in 1985-86. In 1988-89 the cost of raw material 
accounted for 66.35% as against 64.05% in 1986-87. The 
elements of cost of production next to raw material 
consumed are payment to and provisions for employees, 
manufacturing expenses etc. The table shows that payment to and 
provision for employees had a fluctuating trend ranging 
from 17.74% to 24.32%. Likewise manufacturing and other 
expenses on an average account for 15%. The payment of 
interest on loans and advances shows a highly fluctuating 
trend. During 1983-84 it was maximum^ accounting for 
23.24% of the total cost. However after 1983-84 it declined 
gradually coming down to 7.55% in 1988-89 while the share 
of depreciation of total cost shows an increasing trend 
except in the year 1985-86 when it declined to 2.41% as 
against 3.04% in 1984-85. Depreciation also shows an 
increasing trend throughout the years under study period 
barring 1983-84 when it was unusually high accounting for 
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I 3 . 5 0 7 o of the total cost which probably indicate the 
obsoletion and ageing of plant and machinery and other 
fixed assets. The profit margin has been negative 
throughout the years during the study period. However, 
the magnitude of negative profit has been fluctuating. 
It has been maximum in 1983-84 accountiang f o r - 4 9 . 2 2 % . 
Table IV-22 shows the trends of the various elements of 
cost of production of sugar of the Corporation. The raw 
material consumed shows the fluctuating trends during the 
study period i.e. 1979-80 to 1988-89. Starting from 
Rs.1486.79 lakh in 1979-80 it rose to 4617.4S lakh in 
1981-82. In 1982-83 it came down to Rs.3920.64 lakh, 
which further came down to 3450.52 lakh in 1983-84. 
During 1984-85 it again rose significantly to Rs.5924.20. 
It went upto 24210.57 in 1988-89. The payment to and 
provision for employees showed an increasing trend 
throughout the period of study upto 1983-84. The figure 
increased gradually but during the year 1984-85 the 
figure was almost double that of the previous year. This 
increase continued till the year 1988-89. 
Manufacturing expenses show an increasing trend 
throughout the period of study. There has been 
approximately two fold increase in the figure during 
1984-85. Likewise depreciation also shows an increasing 
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trend but during the year 1983-84 the figure of 
depreciation was very high amounting to Rs.672.77 lakh. 
Thereafter, it gradually declined to Rs.298.70 lakh in 
1985-86. In 1987 it again rose to Rs.783.96 lakh. 
During 1988-89 depreciation amounted to Rs.1656.71. Thus 
it can be observed from the table that the raw material 
consumed accounted for maximum cost of production 
followed by payments of salary and wages to employees, 
manufacturing expenses etc. 
Table IV-23 gives an account of cost of sales and 
percentage of cost of sales to sales from 1979-80 to 
1988-89. 
It can be observed from the table that during the 
study period i.e. 1 9 7 9 - 8 0 to 1 9 8 8 - 8 9 . The cost of sales 
has been more than the amount of sales. This has been on 
account of the fact that the Corpotation has been 
incurring losses throughout the period. The percentage 
of cost of sales to sales has been on an increaseing 
trend till 1 9 8 3 - 8 4 . However, the cost of sales has been 
abnormally high in 1 9 8 3 - 8 4 when the percentage of cost of 
sales to sales was 1 4 3 . 4 4 7 „ as against 1 2 7 . 8 % during 
1 9 8 2 - 8 3 . From 1 9 8 4 - 8 5 to 1 9 8 6 - 8 7 the cost of sales has 
been on an average 1 2 1 % . However, in 1 9 8 8 - 8 9 the 
percentage of cost of sales to sales had declined to 
1 1 3 . 3 2 7 o . 
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TABLE I V - 2 0 
THE TABLE BELOW SHOWS THE PERCENTAGE OF COST OF SALES TO 
SAl-KS DURING 1979-80 to 1987-89, (RS. IN T.AKH) . 
Years Sales Add Losses Cost of 
Sales 
% of Cost of 
sales to 
sales 
1979-80 2862.16 257.89 3120.05 109.01 
1980--81 4095.09 608.22 4703.31 114.85 
1981-82 4479.39 841.15 5320.54 118.78 
1982-83 4743.29 1319.39 6062.69 127.82 
1983-84 5647.69 2453,. 54 8101.23 143,44 
1984-85 10133.20 2233.16 12366.36 122.04 
1985-86 10684.79 2349.38 13034.17 121.99 
1986-87 15711 30 3252.89 18964.19 120.70 
1987-89" 28882.98 3847.64 32730.62 113.32 
"Figures are for 18 Months. 
Source: Same as table IV-15. 
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CONCLUSION 
The study of financial structure of the Uttar 
Pradesh State Sugar Corporation reveals that the take-
over of the scheduled sick sugar mills by the 
Corporation did not bring about any remarkable 
improvement so much so that the problem of growing 
sickness of sugar mills is still persisting in the State 
of Uttar Pradesh. Majority of the Sugar Mills under the 
Corporation is operating below the break-even point and 
are not even in a position to repay the loans as a result 
of which the burden of interest is mounting nor are they 
in a position to meet their cost and depreciation. Their 
net-worth has almost totally eroded and dependence on 
borrowed funds increased tremendously. The financial 
structure of the sugar Corporation is a contrasting one. 
It is debt ridden as it comprises mainly of fixed 
interest bearing capital. Pattern of financing of the 
Corporation reveals that nearly 40 to 50% of the total 
investment are financed by way of loans. The position of 
working capital of the Corporation can not be considered 
satisfactory as during the maximum period of its 
existence, it showed a fluctuating trend and, continued 
to incur losses. The cumulative loss constitutes nearly 
30% of the total assets. Also, the liquidity position of 
the Corporation has remained deplorably weak as the 
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current ratio occasionally touches the standard figure of 
2:1. The same has been the case of quick ratio. In 
spite of the mounting interest burden, the Corporation is 
heavily dependent upon the borrowings from the Banks and 
other financial institutions, in order to meet its day to 
day requirements. Thus the Corporation is virtually 
crippled on account of shortage of funds including the 
working capital. Obviously this situation hs led to 
steep rise in the arrears due to sugar cane growers, 
forcing them to divert their produce to other producers 
i.e. Gur and khansari, leading to reduced supply of cane 
and decline in over all sugar production. 
Undoubtedly, therefore, the role and the position of the 
corporation has become quite instable. Besides suffering 
from insufficiency of funds, Uttar Pradesh State Sugar 
Corporation also suffers from financial mismanagement, 
improper utilisation of available funds, lack of 
foresight in making the financial structure of the 
Corporation sound and healthy. All these factors have 
shattered the expectations of the Government for the 
rehabilitation of sick units and modernisation of the 
industry. Admittedly, drastic measures are called for in 
order to save the Corporation from further deterioration. 
In the next chapter a summary of the conclusions and 
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findings of this thesis will be presented so as to 
provide a plan for suggesting measure for making 
improvements in the working of the Corporation. 
CHAPTER V 
A SUMMARY OF CONCLUSIONS AND 
SUGGESTIONS. 
C H A P T E R V 
A SUMMARY OF 
CONCLUSIONS AND SUGGESTIONS 
In the preceding chapters the financial structure 
of the U.P. State Sugar Corporation has been examined. A 
multitude of parameters namely^the pattern of liabilities 
and aasets and the pattern of financing of the Corporation, 
through different sources and particularly by the 
Financial Institutions and Commercial Banks have been 
analysed. The analysis of the financial statements of 
the Corporation reveals that the takeover of scheduled 
sick sugar mills by the Corporation did not bring about 
any remarkable improvement in its working and the 
problem of growing sickness of sugar mills continues to 
persist. The majority of sugar mills are operating below 
the break-even point, and are not able to even repay 
their loans. As a result the burden of interest is 
mounting. Thus, the Corporation is virtually crippted on 
account of shortage of funds including the working 
capital. This situation has led to the further 
deterioration in the financial health of the mills. 
Therefore, the position and role of the Corporation has 
become questionable. It was observed that due to the 
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financial crisis the development and growth of the 
Corporation has been hampered. This chapter presents the 
summary of findings and conclusions of the study. It 
also p r o p o s e s suggestions to improve the working of the 
Corporation so that it becomes an important instrument of 
change in the sugar scenario of the state of U.P. The 
sugar industry is a well organized industry in the 
country. It plays a pivotal role in the socio-economic 
development of the country. In order to accord 
protection to this strategically important industry the 
Sugar Protection Act was enacted in the year 1932. This 
not only helped in the development of sugar economy but 
also helped in transforming the economy of the rural 
sector. This is substantiated by the fact that within a 
very short span of five years^ 137 sugar mills started 
functioning in the country. The number of sugar mills 
incresed from 138 in 19A0-41 to 147 in 1960-61, 216 in 
1970-71, 314 in 1980-81, 338 in 1985-86, 356 in 1987-88, 
366 in 1988-89. and 377 in 1989-90. 
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During the planning era, after independence, much 
importance has been attached to the Sugar Industry. 
Consequently many Government policies like Tariff 
Protection, improved cane pricing policy mainly in terms 
of fixing support prices to encourage cane growers to 
contribute towards balanced development of the industry, 
distribution and sales policy of sugarwere introduced and 
implemented. All these had positive impact on the 
performance and growth of sugar industry in the country. 
The production of sugar in the country increased from 
11.18 lakh tonnes in 1950-51 to 120 lakh tonnes in 
1990-91. This has been the result of Government's 
efforts to ameliorate the performance of this industry 
by improving irrigation facilities and undertaking other 
promotional measures. Unfortunately, while there has been 
an overall improvement in the performance of sugar 
industry in the country, there has been a considerable 
decline in the growth of this sector in the state of 
Uttar Pradesh. This is evident from the fact that the 
share of U.P. in the total production of sugar in the 
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country declined from 52% in 1950-51 to 25% in 1990-91. 
However, the southern states specially Maharashtra has 
improved its performance significantly i.e. from nearly 
10% in 1950-51 to 34% in 1990-91. 
The reason for poor performance of U.Ps. Sugar 
Industry could be ascribed mainly to inadequate supply of 
cane to mills, shorter-crushing duration, low recovery, 
outdated plant and machinery, lack of proper 
infrastructure and last but not the least, the shortage 
of funds for modernisation of plants and equipments. The 
poor performance of sugar mills not only affects the 
interest of the consumers but also adversely affects the 
well being of cane growers since they are closely 
interlinked. Any loss incurred by the sugar mills sets 
on a vicious circle in which poor performance of the 
sugar industry entails mounting over dues payable to cane 
growers and ultimately resulting in reduced supply of 
cane to sugar mills and worsening the performance of the 
industry. The profitability of the industry is also 
affected by the fixation of very low statutory cane 
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price. This causes dissatisfaction among the cane 
t 
growers, resulting in diversion of cane supply from mills 
to commercial Gur and Khandsari units. Therefore, the 
Government should ensure parity in the prices of 
sugarcane for all sweetening agents like sugar, Gur and 
Khandsari units etc. and it should be fixed much before 
the start of crushing season so that competition among 
them may be avoided. In short, the dedicated efforts 
made by the sugar industry, the cane growers and workers 
in order to maintain self sufficiency is indeed a step in 
the right direction. If these elements are able to give 
their whole hearted effort and devotion towards the 
development of this industry, there is no doubt that U.P. 
with its high domestic market and abundant supply of 
cheap labour would be able to regain its old position as 
the leading sugar producing state. In order to achieve, 
this objective required infrastructural facilities have 
to be provided to the cane growers. This will help to 
maximise the yield per hectare, so that there is adequate 
availability of sugar cane to the mills for the 
production of sugar. 
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The sugar industry of Uttar Pradesh has been 
plagued by a wide range of cyclic fluctuations. 
Unfortunately, the Government has failed to tackle the 
problem relating to the fluctuation in the out-put of 
the industry in the appropriate manner. In order to 
accelerate the production of sugar in the state and to 
have a balance between demand and supply of sugar, a 
long-term policy ensuring a rising trend in the output 
should be evolved. 
Another deterrent causing hinderance in the 
development of sugar industry is the influence of 
political factors. Politics has, entangled the sugar 
industry in its cobweb, the decissions about the 
location of mills are being heavily influenced by 
political motivation and populism. This leads to over-
-crowding causing trouble to the existing units. 
Therefore, it is necessary to extricate sugar from 
politics, so that economic principles alone become the 
deciding factors in the installation and location of new 
sugar mills. The Government should not be prejudiced to 
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the Gur and Khandsari units and Government policies 
should be announced keeping in mind the fact that nearly 
40% of the sugar cane is going to the Gur and Khandsari 
Units. This diversion is uneconomic and should be 
minimised at any cost. 
One of the main factors contributing towards the 
high cost of sugar production in Uttar Pradesh is the 
old and obsolete plant and equipment. There are 9 number 
of units in operation which are quite old. These units 
have small uneconomic crushing capacities with their old 
and outdated equipments. Therefore, it is imperative 
that the technological upgradation of these mills should 
be carried out without any further delay. More emphasis 
should be laid on encouraging new investment for the 
expansion and modernisation of the existing units rather 
than fresh investment in new mills. Efforts should be 
made to increase their crushing capacities so as to 
ensure optimum utilization. This shall give them an 
edge over the other competing units in the unorganised 
sector, 
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Another important aspect to be looked into is the 
lack of modern technology and farm practices in the 
state of U.P. One of the reasons for low yield of sugar 
in the state is the supply of inadequate quantity and 
inferior quality of cane to mills. However. the 
technology developed by research institutions take very 
long period to reach the cane growers. Indeed this slow 
transfer of technology prevents the growers from 
deriving maximum benefit from the reisearch carried out. 
Lack of direct contact between the Research Institution 
and the cane growers has been an important factor 
affecting the pace of development in the State. Unless 
and until determined efforts are made to place the 
industry on sound footing, the plight of lakhs of cane 
growers and the poor performance of sugar mills can not 
be prevented. 
Most of the mills in Uttar Pradesh do not have 
their own farms as in the case of southern states where 
the industries have developed their own farms using the 
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latest technology of cane cultivation. Therefore, the 
mills in Uttar Pradesh should develop theirown farms and 
evolve a suitable long term strategy for cane 
development. 
Another aspect which requires immediate attention 
is the transportation facility. It has got to be 
improved substantially. Sugar cane, the main raw 
material for the mills, is an extremely perishable 
commodity. Its supply is being drawn from the areas 
lying within the range of 30 to 40 kms from the sugar 
mills which require effective transportation system. It 
is an established fact that in U.P. inadequate 
transportation facility has been main bottle-neck in the 
improvement of sugar economy. Most of the mills in the 
state do not have proper link with roads and feeder 
roads. Therefore^ in order to facilitate quick movement 
of sugar cane from fields to mills, efforts are needed 
to develop proper roads which can be used throughout the 
year even if large sums are to spent- for this purpose. 
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The by-product of the sugar mills molasses, which 
is, often wasted as the mills in Uttar Pradesh do not 
have proper storage facilities. Therefore, inorder to 
earn valuable foreign exchange and restoration of the 
financial health of the industry, it will be a step in 
the right direction for the Government to allow the 
export of molasses. This^. would not only result in the 
earning of foreign exchange for the country but vd.ll also 
solve the storing problems of the mills, as the mills 
are not in a position to carry a huge stock of this 
by-product. 
At present the Government of India has adopted a 
policy of partial control in the country under which 
the Government pre-empts 45% of the total produce of the 
mills and rest i.e. 5 5 7 o is available to the mills to 
sale in the open markets. This is an arbitrary practice 
due to which mills have to incur huge losses. The 
financial position of the mills ^ as such , can not allow 
them to bear this liability. Hence it is necessary to 
reduce the ratio of levy sugar to free ^ale sugar from 
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45:55 to 30:70. this will definitly help in easing the 
financial problems of the industry. 
Labour is the most important component of any 
industry or organisation. Therefore, welfare of the 
labourers 'v to be given due importance while dealing 
with the industrial relations problem. The mill owner 
should keep this fact in mind and a congenial atmosphere 
should be maintained in order to derive maximum out-put 
from the workers. 
New licensing policy of the Government; which 
deals with the reduction of spatial distance 
to a radius of 15 kms. is very ambiguous. This will, 
obviously, lead to over crowding and may lead to the 
sickness of the existing units. The minimum economic 
size of the new sugar factory has to be increased to 
2500 TCD from the present stipulation of 1750 TCD. It 
is also proposed that the down stream and distance for 
the molasses will get licences, if they are already 
granted licenses for new sugar mills. Since 1971-72 
there has been growing apprehension among the sugar mill 
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owners that the sugar industry in the state is going to 
be nationalised. This misconception has adversely 
affected the growth of sugar industry in the state. The 
sugar mill owners have refrained from putting in fresh 
funds in their mills and not only this they even 
diverted the profit earned from their mills in U.P. to 
other more profitable units specially those situated in 
Maharashtra where better climatic conditions and 
better Government facilities are available. In order to 
restore the economic health of the sugar industry in 
U.P. the Government should categorically announce and 
assure the industrialist that the units in good economic 
health are not to be taken-over by the Government. Only 
the units which have become sick or have been losing 
their economic viability, shall be nationalised. 
Historically 5 Uttar Pradesh has been the 
frontline state in sugar production but over the years 
its share in the total production of the country has 
been declining rapidly, while other states have gained 
momentum and some of them are doing fairly well. 
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The U.P. Government, greatly concerned with such a state 
of affairs, planned to ameliorate the situation by 
improving the performance of Sugar Mills of the State. 
As a result, Uttar Pradesh Sugar Corporation entered the 
Sugar horizon of the State in 1971-72, with the 
objective of taking over sick sugar mills of the state 
for rehabilitation and modernization and bringing these 
to the level of optimum production. As such^ the 
Corporation formulated intensive schemes for the 
rehabilitation and modernisation of mills. Although 
these measures have resulted in increased production of 
sugar in the state but this increase has not been 
s t e a d y a s there has been wide fluctuation in the 
production. Even otherwise the cost of production 
involved has been much higher and further scope of 
increasing productivity and profitability remains 
unexplored and untouched. Keeping these factors in mind 
the financial structure of the Corporation has been 
examined critically. The analysis of the financial 
statements of the Corporation reveals that the takeover 
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of the scheduled sick sugar mills by the Corporation did 
not bring about any remarkable improvement in that the 
problems of growing sickness of sugar mills in the state 
still exists. Majority of sugar mills are operating 
below the break-even pointy and are not able to repay 
the loans as a result of which the burden of interest is 
mounting, nor are they in a position to meet their cost 
and depreciation. The cumulative loss constitutes on an 
average 3 0 7 o of the total assets. Further, the liquidity 
position of the corporation has remained deplorably weak 
as the current ratio rarely touches the figure of 2:i,as 
has been the case with quick ratio. In spite of the 
mounting interest burden, the Corporation is heavily 
dependent upon borrowings. Thus, the corporation is 
virtually crippled on account of shortage of funds 
including the working capital. Obviously this situation 
has led to a steep rise in the arrears due to 
cultivators, forcing them to divert their produce to the 
Gur and Khandsari units leading to reduced supply of 
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sugar cane to the mills and, thus a decline in the sugar 
production in the state. 
Undoubtedly, therefore, the position and role of 
the Corporation has become questionable. Besides 
suffering from insufficiency of funds, the Corporation 
also suffers from mismanagement, improper utilization of 
available. funds, lack of foresight, unhealthy 
atmosphere for the working experts and questionable 
expertise. 
All these factors have shattered the expectation 
of the state Government for the rehabilitation of sick 
units and modernisation of the industry. Therefore, it 
that 
is imperative/the financial structure of the Corporation 
should be restructured by converting a part of borrowing 
into equity capital. Obviously, this shall ease up the 
burden of interest payment and enable the Corporation to 
raise adequate funds through internal sources in order 
to finance its expansion and modernisation programmes. 
It has been observed that borrowed funds constituted the 
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major source of financing the investment of the 
Corporation and nearly 4 0 7 o of the investment have been 
financed by the Commercial Banks and the financial 
institutions. Obviously, it is against the cannons of 
sound business financing. Moreover, it has led to an 
increase in the short term liability which leads to poor 
working capital position i.e. excess of current assets 
over current liabilities. 
A dedicated appraisal and implementation of the 
suggestions proposed in this thesis will lead to far 
reaching positive effects on the sugar industry of Uttar 
Pradesh. A concerted affort is required to be made by 
all concerned, with their full-hearted cooperation to 
bring about a turn around in the present situation. It 
should be the persistent endeavour of the Government, the 
industrialists, the workers, and the cane growers to 
contribute devotedly to achieve health and glory for this 
important industry. It is only with selfless enterprise 
and dedication that this industry may once again become a 
forerunner in the economic and social development of 
Uttar Pradesh. 
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